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Knowledge An Invaluable Asset 


LACK OF MORAL AUTHORITY IN UNITED NATIONS 
By DR. HAROLD W. DODDS, President of Princeton University 


Delivered at the exercises marking the official opening of Princeton University’s 
202nd year, Princeton, N. J., September 19, 1948 


Note: Opening part of address discussing the building program at Princeton not included. 


URNING from the discussion of practical university 
problems, may I say a warm word of welcome to 

those students returning to resume their studies and to 
those coming to us for the first time. To our older stu- 
dents any formal welcome is superfluous, I am sure, for I 
think by this time that you feel at home here. I trust that 
you are glad to be back, as we are happy to have you back. 
, Your scholastic performance last year was of high calibre, 
indicating that you as well as your teachers were not de- 
térred by the crowded conditions which prevailed. We all 
hope that last year’s record will be repeated this year. 
While you come to college for many reasons and in search 
of various benefits, don’t forget that good honest study is 
the prime reason which justifies the time and money which 
it costs you to be here. 

‘To those coming to us for the first time, may I express 
the earnest hope that you will find profit and satisfaction 
in your work and agreeable companionship which you will 
value all the days of your life. Thousands who have gone 
before you have gained such satisfactions here, and if you 
do your share you will discover them also. 

‘To the Freshmen, a special word of welcome is appropri- 
ate. Whether you have been at school away from home or 
not, you will discover that college is different from any- 
thing you have experienced before. To a large degree you 
ire your own and whether you succeed or fail is 
mostly up to you. We provide ample advisory and counsel- 
ing services; we support a comprehensive extra-curricular 
program; in large part you are taught individually or in 
small groups, and no one monitors your study time or your 
daily conduct. If I had to condense into one sentence all 
the advice that experience might give, it would be: Reject 
itterly the fallacy that college is but a preparation for life; 


boss, 


realize that life in college is as real as any life you will 
lead and that what you become afterwards will probably 
be but a projection of what you are in college. A man’s 
life is not a series of unrelated and disjointed actions. What 
one decides to do today either expands or restricts what he 
will be able to do tomorrow. What he decides to do today, 
either bad or good, makes it harder to divert from that 
course in later years. If you remember that, it should be 
all the advice you need. 

The American college is under attack by some profes- 
sional educators (educators with a capital E) for under- 
emphasis on vocational and social skills and for over-em- 
phasis on “intellectual interests.” In view of our national 
illiteracy as measured by the gigantic sale of so-called comic 
magazines and tales of crime and horror, this is indeed an 
astounding charge to level against American Education, 
which so often seems occupied with educating all human 
faculties except the intellect. Yet the recent report of the 
President’s Commission on Higher Education lends its pres- 
tige to it. 

Princeton joins in no such retreat from reason. Of course 
we recognize that the intellect is not all of man; that there 
are various skills and aptitudes required for a happy and 
useful life and that those skills and talents should be culti- 
vated in college. But we see no justification for a liberal 
education, as contrasted to vocational, which does not make 
scholarship its first responsibility. If we lose sight of this 
aspect of higher education, colleges can only degenerate 
into a pleasant sort of custodial institution, protracting the 
adolescence of the young people who come under their care. 
| have said many times that one’s mind does not operate 
in a vacuum cut off from emotions and habits. To acquire 
and practice wisdom involves more than pure reason, of 
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course. If you were to choose your wife on the basis of in- 
tellectual reasoning alone, your marriage would be a failure, 
as it would deserve to be. But if intellectual proficiency, 
the ability to use one’s mind efficiently in an original and 
constructive manner, is not the first job of our colleges, I 
suggest that they resign in favor of totalitarian institutions 
of inculcation, and abandon all pretenses of trust in the 
capacity of youth to learn to think for themselves. Prince- 
ton intends to maintain its “present orientation toward . . - 
intellectual interests” (to quote a phrase of our critics) 
and to concentrate on the improvement of the mind as a 
thinking instrument. 

As you go through college you will be asked to remem- 
ber many facts, but you will also learn that facts are not 
enough; that they do not speak for themselves. As one 
writer observed recently, facts are but a_ventriloquist’s 
dummy expressing what the master wants him to say, or in 
other words, a sort of Charlie McCarthy directed by an 
Edgar Bergen. 

This, I know, is contrary to a great deal of popular doc- 
trine. When you start to work after graduation you may 
be told by your boss, “Get me the facts; they will speak 
for themselves.””. Now fresh and clear thinking calls for 
the knowledge and discovery of facts. No one will den, 
that. The process will irk some of you, because getting 
and absorbing facts is dull and hard work compared to the 
joy of pronouncing free-swinging, glib generalities such as 
a student likes to resort to when he is unprepared for a 
class or precept. 

Facts are what you uncover when you analyze a prob- 
lem; analysis is the process of breaking a subject down; 
analysis alone does not build up. After analysis has done 
its best, someone must do the truly creative work of put- 
ting the parts together into a pattern that makes sense, that 
establishes a policy. Facts are the basis of policies but they 
do not create policies; they are only the stuff of which 
policies are made. Here is where synthesis comes in to 
build up the facts into useful knowledge which is wisdom, 
and it is wisdom that alone gives meaning and direction to 
life. 

A great deal of emphasis at Princeton is placed upon 
cultivating the capacity of students to see the implications 
of facts and to organize them into knowledge. Of course 
we make use of the practice of specialization in the later 
years of our curriculum, for until a student attains some 
accumulation of information through some degree of 
specialization he is unable either to know what facts are, 
how to get them, or how to put them together in a fresh 
and constructive manner. The senior thesis, which is some- 
times erroneously criticized as a mere exercise in specializa- 
tion, is a conspicuous example of the application of this 
elementary principle of education. 

May I stress this point, even at the cost of some repe- 
tition, because if you truly grasp it, it will enrich your 
whole college experience and pay sound rewards throughout 
your whole life. To be content with a college education 
that represents no more than informational hand-outs, to 
be sponged up in a passive manner, is a waste of valuable 
years that could be better spent elsewhere. The capsheaf 
of a college career is the chance to discover knowledge. 
Through such means as preceptorials, course examinations, 
the senior thesis, and the final comprehensive examination, 
the faculty strive to inculcate intellectual integrity and to 
teach how knowledge grows by putting bits together into 
valid generalizations and sound conclusions. The capacity 
and techniques which you acquire in college for discover- 
ing and using knowledge can be applied to any line of work 
vou choose to follow afterwards. It is an invaluable asset. 









Without it, you will be condemned to being a second-rate 
doctor or lawyer or businessman; you may be good at the 
level of routine work but you will never be a leader. 
Specialization is indispensable, but it is not the whole story. 
Certainly it is not to be considered as the desirable end 
product of a college career. In this epoch of history when 
the results of specialization threaten to drive the world to 
self-destruction, the educated man must move forward be- 
yond analysis and specialism to constructive integration 
which is the highest faculty of the human mind, as it is 
the rarest and the most difficult to exercise. Of course 
Princeton does not succeed in educating each graduate to 
be a “spectator of all time and all existence’, which Plato 
wished his ruling class to be; but we strive to that end. 

I now come to the conventional third and final part of 
my remarks, the sermon part. 

It is the custom at Princeton to open the academic year 
with a service in the Chapel. By so doing we affirm our 
belief that the final synthesis of knowledge leads unescapa- 
bly to the conclusion that there is a moral order in the 
world. as the ultimate authority which governs the conduct 
of all of us and to which all our ideas of freedom must 
conform. 

Obviously the moral authority to which we are responsi- 
ble is not restricted to what the law compels us to do or 
to refrain from doing. If we obeyed only those principles 
of behavior which are enforceable by the police department, 
our society would fly apart in chaos; not even the simplest 
police regulations could be enforced, although you might 
hire a policeman to watch every citizen. 

May I repeat this afternoon what I briefly referred to 
in the Baccalaureate Address last June. If you are thor- 
ough and discerning in your facing up to the problem of 
your responsibilities, you will find that the fundamental basis 
of your security and happiness is allegiance to a moral au- 
thority, a code of ethics, beyond what any government ot 
dean personifies, because the whole matter of obedience to 
it begins and ends within one’s self. It is a self-imposed and 
self-enforced duty. It has been called obedience to the 
unenforceable, that which a man cannot be forced to obey 
by anyone but himself for he alone must enforce it on him- 
self. 

It is not obedience exacted by fear that holds a demo- 
cratic people together. It is fear of and obedience to the 
unenforceable that makes a people great. But when we 
compare the moral code of people with the ethics of nations 
a striking contrast appears. Why is it that individuals are 
guided by respect for moral authority while nations, which 
are composed of individuals, pay as little respect to it in 
their dealings with one another? Why don’t nations ac- 
knowledge the same moral authority and code of ethics in 
their dealings that people do in their private lives? Why 
is it that people do not demand as high a standard of con- 
duct on the part of nations as they do from each other? 
This is far too profound a question for me to attempt to 
answer today, but it runs to the roots of our present troubles 
and the reason so many of you are facing the prospect of 
compulsory military service in a time of formal peace. 

Here we have a United Nations organization set up to 
implement the growing sentiment for international law and 
order. We recognize that it has no military power to en- 
force its will, but this lack is not its basic weakness, 
although many people seem to think so. Yet further thought 
reveals that its real weakness is in its lack of moral au- 
thority which in turn arises from the failure of nations yet 
to bring their public morality into harmony with personal 
morality. The United Nations will be given all the police 
power it needs once its moral authority has been established. 
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Its moral authority will be established when states recognize 
that their sovereignty does not shield them from moral ac- 
countability. 

Let us not be cynical in this matter. Western civilization 
is improving in this respect, and the atom bomb is accelerat- 
ing the development of a moral sense. When the evil possi- 
bilities of unlimited force become so overwhelming, men 
are willing to consider ‘ethics as a means to peace. But 
their acceptance of moral governance in international af- 
fairs is far from complete and there is a new and special 
disturbing aspect to the situation. For we observe that 
Russia, committed to the philosophy of communism, is by 
both word and deed repudiating moral authority. Her 
official allegiance is to no master but force; her governors 
recognize no strategy but power. We have ample cause to 
he anxious, and some have become disheartened and even 
cynical. It is natural that you who face interruption of 
your college course by compulsory military service should 

profoundly concerned, for world conditions bear more 
heavily on you than on us older people. 

Nevertheless, | urge all Princeton students to reject any 
vospel of despair. “There are plenty of reasons for hope. 
There need be no war with Russia and those who would 
tivht her now, on the theory we had better do it and get it 
over with, are lightheaded promoters of world destruction. 

It helps if we understand that a considerable part of the 
current pessimism springs from too rosy expectations at the 
end of the war. At the close of the war we all indulged in 
the too eager expectation that by a spontaneous act of spirit- 


ual conversion nations would be made over at once; that 


they could submerge their antagonisms, suspicions, fears and 
habits overnight; and by one sweeping decision elect to 
entrust their future and their security to an unfamiliar 
and untried international organization. The obstacle is not 
the wickedness of statesmen. It is a lack of enough faith 
and will power, on the part of both the statesmen and the 
people, to change habits and customs to meet a higher code 
of ethical dealing. The task of transforming the armed 
power and authority of individual nations into a moral au- 
thority of a world organization is not easy. It will take 
time. As I have said a dozen times on this campus: Was 
it to be expected that the people of Russia and Eastern 
Europe, unacquainted as they are with the processes of pop- 
ular elections and the judicial settlement of private dis- 
putes, would immediately entrust their security to an agency 
so foreign to their experience as the United Nations in- 
stead of preferring to trust their security and their am- 
bitions to the traditional uses of force? I think not. I feel 
that our pessimism is in part a measure of our disillusion- 
ment. We hoped for too much too speedily. 

] am not promising a sudden clearing of the international! 
atmosphere. I am suggesting that America, if she is will- 
ing to be powerful, patient and courageous can bring about 
that necessary period of peace which will give the oppor- 
tunity for agencies of international law and order to grow 
into effective instruments of law and order. But she will 
be able to lead in this accomplishment only if she is willing 
to accompany her military and economic power with a pro- 
found act of faith. May all of you studying at Princeton 
prove to be wise guides to the Nation in bringing this about. 


The Modern Curriculum in American 
Education 


A CHALLENGING PROGRAM 
By MRS. EUGENE MEYER, Journalist 


Delivered at the West Virginia State Education Association Annual Convention, 
Charleston, West Virginia, November 12, 1948 


AM. grateful to the officials of the West Virginia State 
Education Association for giving me this opportunity 
Even in the present world crisis, noth- 
ing is more important than the improvement of our public 
schools, for our system of public education has contributed 
more to the unity, the strength and the progress of our na- 
than any other of our institutions. “To appreciate its 
unique values we must see our public school system as the 
fine flower of a long historical development of man’s con 
cept of freedom. Just as our democratic principles are 
the outcome of centuries of slow progress toward the idea 
of self-government, so our public schools were devised by 
far-seeing American statesmen as the chief instrument to 
prepare all of our people for the responsibilities of self- 
government and life in a free society. 

With the concepts of self-government and individual free- 
dom now threatened more seriously than ever before in the 
history of western civilization, it becomes the first duty of 
all thoughtful people to improve our educational system 
everywhere and to extend to all of our citizens equal op- 
portunity for self-development. There lies our most effec- 
tive answer to totalitarianism. There lies our principal hope 
tor the intellectual, moral and emotional adjustment of life 
in a free society. Never were the words of H. G. Wells 


to address you. 


tion 


more true that “Human history becomes more and more a 
race between education and catastrophe,” or those of Dr. 
Conant, President of Harvard University, that “The chances 
of a non-revolutionary development of our nation in the 
next fifty years will be determined by our educational sys- 
tem.” 

All the more the reason, therefore, to recognize that our 
schools have not kept pace with the needs of the day, and 
with the rapid evolution of life and ideas that have put our 
whole nation in ferment. In the onward march of our 
complicated society, we have long neglected our schools 
because people forgot to what an extent the glory of this 
nation, both spiritual and material, arose out of the public 
school system. Only if our people as a whole learn to feel 
in the innermost recesses of their being to what an extent 
we owe the growth of the national ethos to the public 
schools, will the laymen rise to the defense of our educa- 
tional system from one end of this country to the other. 
Far too long has the layman left the teachers to carry the 
load of defending and developing our schools. It took the 
teacher strikes to wake up the press and radio to the shame- 
ful neglect of education. It will now take the carefully 
organized effort of the laymen and the professional educa- 
tors on a local, state and national basis, if the disintegration 
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of the schools is to be arrested and education is to be 
strengthened and equalized without delay. 

We are now faced with the pressing need of improving 
our school system simultaneously in various ways: 

1. As education is a social process, the curriculum must 
reflect a comprehensive philosophy of life. 

2. To make this philosophy a reality, the schools must 
be closely integrated with the tife of the community. 

3. As we are in sharp conflict with communistic and 
socialistic philosophies, our children must understand the 
differences between our objectives and theirs. 

+. To hold our own against these rival concepts of life, 
we must improve our schools everywhere and make a reality 
throughout the nation of our boast of equality of educational 
opportunity. 

I have outlined a challenging program in those few sen- 
tences. But these are challenging days and we must be equal 
to their challenge. 

What then is our philosophy of life? We are the only 
liberal democracy left in the world that is committed to a 
free society based upon equality of economic and social op- 
portunity. I shall point out later that we have not always 
lived up to our boasted equality of opportunity, and con- 
sider now what the understanding and the defense of a 
free society means in terms of the curriculum. There is, 
to be sure, no hard and fast answer to problems of curricu- 
lum since the social environment of every school dictates to 
some extent both the content of the curriculum and the 
methods of instruction. Let us therefore ask ourselves what 
kind of citizens are needed for the democratic environment 
and a free society. They must be a citizenry capable of dis- 
crimination and independent judgment on the complex prob- 
lems that now confront us. They must be capable of orien- 
tation toward community life and be adaptable to social 
change. They must have a democratic attitude toward 
minority groups and an interest in the protection of their 
rights. They must be successful in their vocations, and the 
conduct of family life. They must be able to read and think 
and have enough knowledge of the past to create value 
judgments on the kind of future we must build. And last 
but not least they must have good health and the capacity 
for hard and continuous effort. 

If you are willing to accept these criteria of a curriculum, 
look around your communities and investigate how your 
graduates measure up to this test of your educational pro- 
gram. We have never to my knowledge checked up our 
educational endeavors by this obvious method. We follow- 
up for a few months or a year the students who go to col- 
lege, but it is infinitely more important to know how suc- 
cessfully the vast majority of our high school graduates who 
go to work, are adjusting themselves to the social environ- 
ment. The whole problem of education would immediately 
take on a greater reality if school administrators and teach- 
ers would find out by direct observation whether they have 
accelerated or inhibited the capacity for growth and for 
the enrichment of life in their pupils or whether their grad- 
uates are the kind who feel that their education was finished 
when the school doors closed behind them. This practical 
research job through conversations with your own graduates 
and their families would surely reveal the strength as well 
as the limitations of their preparation for life in a changing 
world. 

Obviously I cannot avoid making my own suggestions 
for subject matter and methods that will keep alive in our 
boys and girls the wide curiosity, the knowledge, the abili- 
ties and the powers of discrimination that contribute to a 
democratic citizenship. Whether in the three R’s or the 
social studies, history or geography that you pursue, they 





should be related to the social climate in the most frank 
and honest manner. The time is gone when teachers should 
hesitate to criticize our local economic and moral short- 
comings in the light of our American ideals. Nothing but 
scepticism is aroused in our pupils if what they hear in the 
classroom has but little relationship to what they see all 
around them. You cannot inculcate ideals in the school if 
they are contradicted by the actual life of whicn the pupils 
are a part. On the other hand our traditional aspirations 
for freedom, justice and equality can be given a fortifying 
reality, if the teacher is free to point out that in spite of 
obvious failures in many directions, the local community, 
the state and the nation are struggling valiantly, as indeed 
most of them are, toward the rectification of the many in- 
justices created by our rapid industrial expansion. Then 
history, civic and social studies come alive and create in the 
child not discouragement but a determination to join the 
forces that are trying to shape our society nearer to the 
heart’s desire. 

To conduct education on so honest a basis takes for 
granted the close cooperation between the school and com- 
munity. Our schools now pretend that they are reaching 
the community but they don’t. I wonder whether this 
failure is not due to the fact that they haven’t a clearly 
defined program of community relationships. The chil- 
dren’s families must be drawn into the school orbit so that 
the school and the parents are not working at cross pur- 
poses and that family life may become more stabilized. All 
the health and welfare facilities of the community must be 
focused on the school so that the boys and girls will feel 
that they are the prime objects of community solicitude. 
Even the school lunch and the recreation programs can be 
used as a social fulcrum, as an experiment in mannerly asso- 
ciation and as proof that the whole child, not just his mental 
development, is the concern of his elders. Above all, the 
child, however impoverished his environment may be, must 
be made to feel that the public school is the open door to 
equal economic and social opportunity and the greatest in- 
fluence to prevent the stratification of our society; that it is 
not only the key to a rich and fruitful life but the means 
by which our nation preserves and buttresses and expands 
the possibilities for individual freedom. Then the over- 
worked word democracy will again become a vital reality 
for our children; they will become more discerning of 
propaganda that tries to break down their faith in our free 
enterprise system; they will understand the social and bio- 
logical importance of the family; their love and devotion to 
democracy will find outlets for community service; and 
they will feel that all minority groups must share alike in 
the responsibilities and privileges of the American way of 
life. 

With their entire interest aroused by the close relation 
of school to every-day living, it should be possible to in- 
spire our children with a renewed love of hard work. If 
our schools can be accused of laxness, it is because they do 
not demand enough effort and application from our boys 
and girls. We are bringing them up in an over-protected 
and coddled atmosphere. The parents insist that everybody 
should be promoted regardless of achievement and then they 
expect their children to become happy, well-adjusted citi- 
zens in a highly competitive economic world. As a result 
of this equalitarianism in our schools, work is beginning to 
be looked upon as an evil in our society which everybody 
should avoid as much as possible. The adventurous, pioneer 
spirit of America is being supplanted by a desire for eco- 
nomic security and general well-being without sufficient 
realization that we cannot spend more than we produce. 
The labor unions that have done so much to accelerate 
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social justice, have made an unfortunate impression upon 
the whole country by confining their program to one of 
higher pay for less and less hours of work. This emphasis 
was necessary in the days when labor was exploited and 
overworked for inadequate rewards. But featherbedding 
and other methods of hampering production must now give 
way to more statesmanlike labor policies that will emphasize 
a fair day’s work for a fair day’s pay. Wendell Willkie 
summed up the whole problem when he said: ‘None but 
the productive can be strong, and ‘none but the strong can 
be free.” Instead of pursuing a positive morality of indi- 
vidual growth and personal achievement, we are getting to 
be a nation of clock watchers. We think it is smart to give 
as little and get as much as possible. It is high time the 
public schools deliberately counteracted this debilitating 
trend in our national psychology. Our children must be 
made to understand that just as there is no loyal road, so 
there is no democratic road to learning. They must be made 
to feel the joy of work, of ambition, of continuous applica- 
tion and self-development, and that this joy can only be 
earned by the sweat of our brows. But only the healthy 
body can put forth its full capacity for hard and continuous 
‘efiort. The school, therefore, must take the lead in demand- 
ing adequately staffed local health departments, one of whose 
prime duties will be the establishment of a preventive and 
curative health program for every child from the first grade 
through high school. Our nation is at a low moral ebb as 
a result of two world wars and the panic fear of a third. 
Certainly one way back to moral principles, self-discipline 
and fortitude is to call into action from earliest childhood 
the resources of human energy for which the American 
been noted. Our children would then 
realize that the moral force to be derived from strenuous 
individual and cooperative endeavor, results in a sense of 
treedom, security and power that no government can confer 
upon them and no government can take away. 

‘To achieve community integration for the social 
orientation of the educational program, the school admin- 
istrators and teachers must gain the sympathy and the active 
support of the local businessmen and other civic leaders. 
Otherwise you run the risk of being condemned for sub- 
versive activities if you criticize the most obvious shortcom- 
ings of the environment. Academic freedom was never 
more endangered and never more important. It can only 
be protected by direct community participation in the school 
program. ‘The interest of laymen has always been a deter- 
mining factor in good schools. It is easy to demonstrate to 
industrial, bank and business executives that the quality 
of the school system has a direct influence upon all our 
moral values, upon individual growth and social stability, 
upon the local economic structure and the maintenance of 
the free enterprise system. And yet too many of them are 
unaware of this even when they are on the school board. 
Chey keep a sharp eye on expenditures instead of realizing 
that no community can have a more remunerative invest- 
ment than good schools. In persuading them of the purely 
material consequences in which they are interested, you 
could not do better than give them the report of the U. S. 
Chamber of Commerce, called “Education, An Investment 
in People,” which proves by simple and convincing charts 
that the buying power and per capita production of any 
community is in direct proportion to the per capita expendi- 
ture on education. 

But vou cannot hold the interest of your business leaders 
even after gaining it, unless you give them a job that ties 
them into the school work and problems. There are two 
obvious programs that need expansion in all our schools 
in which the help and advice of businessmen is invaluable, 
in the development of your work and study programs and 


spirit has always 


this 


in the all-important matter of student guidance. As more 
and more youngsters go to high school, the high percentage 
of those who leave after the second year and all too fre- 
quently swell the delinquency rate, can be cut down by 
the expansion of the work-study program. And basic to 
this as the whole career of school children is careful and 
constant guidance from the first grade upward. Says Dr. 
Conant in his new book ‘Education in a Divided World,” 
which I cannot recommend to you too highly, “Guidance 
is the keystone of the art of public education. At every 
stage of the educational process, the capabilities of each 
student should be assessed. Wise counselling should assist 
the pupil in taking the next step in the educational journey.” 
Now such counselling should not be entrusted wholly to 
the so-called guidance expert. It is a matter of applied 
common sense which every experienced teacher possesses. 
And we know that we can save the high school graduate 
years of wasteful experimentation with one job after the 
other, if he is allowed to develop his peculiar talents and 
helped to use them effectively. Here is the area in’ which 
local business leadership as well as other citizens, can be of 
inestimable help, and the surest method of tying them into 
the school system. It is also the quickest method of show- 
ing your biggest taxpayers where the schools should be 
strengthened. Furthermore, it is the best way of securing 
scholarship support for your talented boys and girls who 
cannot afford to go to college. 

Let me emphasize at this point the importance of giving 
more attention and support to the talented children. Our 
educational methods, like our welfare and health programs, 
are over-concentrated upon the physically handicapped, the 
mentally retarded and the average child. Of course we 
must help the weak but we must put at least part of our 
endeavor upon helping the strong if our nation is ever go- 
ing to develop its fullest human, civic, and ethico-political 
capacities. If we are not going to turn our nation into a 
gigantic welfare state in which the politicians assume the 
role of paternalistic guardians, our liberty must be the 
means of creating and promoting the superior individual. 

The program I have outlined presupposes a very different 
status for our teachers and school administrators than they 
now enjoy. It implies that our educators are real leaders 
of community life and entitled by virtue of their high re- 
sponsibility to confidence, respect, and a good salary. Be- 
cause of our long preoccupation with purely material ob- 
jectives, our industrialized population forgot that the 
teacher is the school and the school is the heartbeat of our 
organic society. As a result the role of the public school 
teacher in our society was minimized. Another factor that 
hurt the status of public education, was the fact that so 
many of our well-to-do citizens sent their children to private 
schools without even knowing that most private school 
teaching is inferior to that found in our good public schools. 
Too long have our teachers been oppressed by ignorant 
members of Boards of Education and obsequious school ad- 
ministrators who looked upon them as mere employees. This 
contemptuous attitude was a by-product of the business- 
man’s uncivilized belief that respect is due only to those 
who “‘have met a pay-roll.”” Well, these businessmen must 
now learn that there are several roles in life far more im- 
portant to our nation than a pay-roll and the role of the 
public school teacher is one of them. They must realize 
that, thanks largely to strong state organizations such as 
yours, the days when educators were content to be symbols 
of underpaid virtue are gone forever. Let’s have no more 
of this Good-bye Mr. Chips sentimentalism about the meek, 
self-effacing teacher. Let’s kiss Mr. Chips good-bye for- 
ever. Let us emphasize that our schools can be no better 
than our teachers, and that our teachers can carry out their 
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high function only in an atmosphere of freedom, dignity 
and an appreciation that expresses itself in good salaries 
as well as social consideration. The teachers, en the other 
hand, must earn this position of community leadership by 
a spirit of devotion to their children that rises above the 
clock-watching psychology I have just described. In other 
words, teaching must again become a vocation which only 
those should follow who are capable of the sacrifices in 
time, energy and worldly ambitions which it demands. 

But we should not expect the small number of teachers 
that we now assign to our schools, to carry all of the new 
educational responsibilities that I have outlined. It is sheer 
folly to think that our over-worked teachers can carry as 
well the family and community contacts, adult education, 
participation in health programs, recreation, guidance, etc. 
It just can’t be done. The concept of the number of teach- 
ers we need in our schools if they are to function success- 
fully as the bulwark of our society, must be radically 
changed. To be sure, that will be expensive but such schools 
will more than offset the costs by strengthening our whole 
social structure at a period when we are in a life and death 
struggle for survival. 

For we are now in the midst of an era of competing 
ideologies, of competing systems of government and eco- 
nomic organization. To augment the defense of our coun- 
try against communism and socialism, it seems to me neces- 
sary to teach in our public schools the fundamental differ- 
ences between our democracy and these foreign ideologies. 
We cannot fight the prolonged “cold war” with the Soviet 
Union that lies before us; we cannot maintain the free 
enterprise system and a decentralized democracy against the 
over-centralization of power inherent in a socialist state, 
unless our young people clearly understand the fundamental 
differences between these systems and ours. To deal with 
these foreign ideologies intelligently we must have some 
idea of their history, presuppositions and objectives. Dr. 
Conant goes so far as to say that examining and debating 
the communist system in our classrooms is “the number one 
educational need of the present moment.” I add the neces- 
sity to study the implications of socialism. It is a grave 
menace to us, if only because democracy throughout its his- 
tory has always been exposed to the lures of socialism. We 
live in fear of the atom bomb and another war. What we 
do not realize is that the freedom of mankind can go down 
the drain even without another war if our faith in the 
creative power of free men, in self-government and the 
free enterprise system is shaken by the promises of these 
false utopias. Our democracy has produced a society whose 
chief characteristic is the freedom of the individual to rise 
on the social and economic ladder and whose objective is 
the liberty, security and happiness of the masses. The 
equality of opportunity upon which individual development 
depends, would have no meaning unless we create an eco- 
nomic and social as well as a political democracy and pre- 
serve the competitive system in which private property and 
the profit motive are accepted as basic principles. It is 
largely the responsibility of our public school teachers to 
hold this system proudly aloft as our answer to socialism 
and communism, just as it is their duty to do all in their 
power to improve and fortify that system as the best an- 
swer to all rival ideologies. If we are successful in this 
brave venture, the world will live to thank us and call us 
blessed. 

I need not call your attention to the cruel fact that in 
the field of public education we are as yet far from our 
ideals of freedom, justice and equality of opportunity. 
Though all of our states have areas where education is in- 
adequately supported, there are at least a dozen states whose 
public school system is not merely inadequate, but so in- 





effective that large districts in these states have nothing 
that can be called a system of public schools. There are 
other states whose public schools are somewhat better but 
not equal to the task of giving even a good elementary edu- 
cation to the pupils. Why is this so? Are the citizens of 
these states indifferent to the need for public schools? Far 
from it. They recognize the need. They feel their defici- 
encies keenly. They are making great efforts to improve 
the situation. But the financial resources of these states 
cannot produce a budget that will provide the necessary 
minimum of education to all their boys and girls. Public 
schools cost money. And these states just haven’t enough 
money. They devote a greater percentage of their total 
tax resources to education than do many of the wealthier 
states. But that high percentage is not enough. Our citi- 
zens who live in more fortunate areas must realize this. 
They must understand that there are states that depend 
primarily on a struggling agricultural economy to meet their 
financial needs. They have relatively little manufacturing. 
Their mineral resources are either limited or non-existent 
and the highways of commerce pass them by. In these states 
even the relatively prosperous cities and towns cannot ade- 
quately meet their local needs. The condition of their rural 
schools is pitiable—primitive school buildings, battered in- 
structional supplies, underpaid and poorly educated teachers, 

More than three million American boys and girls go to 
schools financed at this poverty level; and two million go 
to no school whatsoever. The 1940 census revealed that 
10 million adults had so little schooling that they are un- 
equal to the most ordinary demands of community life. 
This vast aggregate of pitiful, unproductive human be- 
ings is the penalty we pay for our uneven school system. 
Whereas our best school systems spend $6,000 per class- 
room, the poorest spend $100, an inequality of 60 to 1. A 
free society which permits such brutal inequalities is headed 
toward disaster, for freedom can only exist where justice 
prevails. All of us must agree with Dr. Conant, President 
of Harvard University, when he says: “We cannot hold 
our own against the challenge of the Soviet philosophy un- 
less there is a determined improvement in our system of 
public education.” An educated citizenry is more essential 
now than at any other time. Our economic, our social and 
our international problems are more complex than ever be- 
fore. Our citizenry must be a thinking citizenry, able to 
confront these problems. We shall never achieve this in 
our less productive areas without Federal aid to education. 

We speak constantly and proudly of the high promise 
of American life. We do not speak of the high promise of 
life in New York or Illinois or in California. When we 
think of American life we refuse to admit that its privileges 
and high hopes are reserved for certain geographical areas. 
Since the chief source of modern wealth, large-scale indus- 
try, is relatively immune to state and local taxation and 
subject mainly to Federal taxation, we must now get our 
tax resources where they exist, to educate our children 
where they live. 


Let there be no more regionalism in the fulfillment of 
our democratic potentialities. Let us see to it that the 
promises of which we boast can be achieved everywhere 
in our nation. To this end Federal aid to public educa- 
tion must be brought to all states in proportion to their 
need. Then everywhere in our country the schools will be 
able to work successfully toward the fulfillment of our na- 
tional aspirations and ideals. 


There lies our most constructive answer to totalitarian- 
ism. There lies the noblest affirmation of faith in our heri- 
tage, in our institutions and in our principles of liberty 
and justice for all. 
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I 


ONIGHT | am going to do what some will con- 
sider a rather bold thing. 1 am going to attempt in 
a public address to deal with the most important 
issue of our time in a realistic, in perhaps even a philo- 
sophic, spirit. ‘The spirit in which I shall approach this 
rather terrifying subject will not be the spirit of Governor 
(jeorge H. Earle or William C. Bullitt or even James 
Burnham. Neither will it be the spirit of Henry A. Wallace. 

‘The most important issue of today, of course, is the dip- 
lomatic duel between the United States and the Soviet 
Union. Every other issue—political and economic, domestic 
and international—is subordinate to this world wide con- 
Hict. 

\We are in the midst of a presidential campaign, yet what 

the presidential candidates are saying about the United Na- 
tions, about atomic energy, about armaments, about uni- 
ersal service, about labor-management relations, about in- 
ation, about how to prevent a depression, about taxation, 
and so forth has a ring of unreality and irrelevancy about 
it—as though these things had come to be outside our con- 
trol. For in truth everyone of the questions of today is 
dependent upon the outcome of our duel with the Soviet, 
and at the moment no living man knows what that outcome 
is to be. 

‘There are only two great powers left in the world today 

the United States and the Soviet Union. These two 
yreat powers are busy dividing the world into two great 
spheres—two distinct worlds—and they face each other in 
a mood of growing suspicion and hostility. 

What is the basis for this gigantic duel between the 
United States and the Soviet Union? What has produced 
it? Let us examine the causes, both from the point of view 
of the Soviet Union and from the point of view of the 
United States. 

Il 


‘The Soviet Union fears that the United States will up- 
set the balance of power. It fears that the United States 
wishes to impose its own political and economic system on 
the rest of the world. For years now the Russians have 
been taught the Marx-Lenin doctrine that capitalism is 
predatory and imperialistic and that capitalism will attempt 
to uproot communism everywhere in the world. The in- 
terventionist policies of the Western powers during the Rus- 
sian Revolution, the appeasement of fascism during the 1930's, 
and today’s encouragement of reactionary governments 
in Greece, in Spain, and in China are used to give point to 
this contention. Moreover, the Soviet believes that the 
American plan to restore economic life to Europe—the 
Marshall Plan and its accompanying measures—are at- 
tempts to restore an international economy based upon capi- 
talism and free enterprise, an economy into which commu- 
nist nations feel they could fit themselves only with the 
greatest difficulty. Again, the Soviet suspects that the United 


States, having the majority of votes in the United Nations, 
is using the United Nations for its own national purposes. 
So the Soviet answers by using the veto. (Those in the 
minority are always the ones to avail themselves of a veto; 
after all, in the days preceding our Civil War, it was South 
Carolina, not New York, which availed itself of nullifica- 
tion, the “veto” of that day.) Finally, the Soviet fears the 
American plan of international atomic control, fears that 
since the Soviet Union would be in a minority inside the 
international control agency that it could not trust inspec- 
tion by that agency or that agency’s judgment and fairness 
in locating atomic plants. 

On the other hand, the United States fears that Russia 
plans to upset the balance of power. Americans fear that 
the dynamic revolutionary character of the Soviet state con- 
stantly makes for Soviet aggression. ‘They fear that the 
Russians want to force their economic and political system 
on the rest of the world. They see in communist parties 
the world over powerful fifth-column instruments of So- 
viet imperialism. They view communist opposition to the 
Marshall Plan as a Soviet plot to sabotage economic re- 
construction and produce economic collapse—and thus pre- 
pare the way for communist revolution in the West. They 
view repeated Soviet opposition to United Nations meas- 
ures and to the American plan for the international control 
of atomic energy as premeditated designs to the same end— 
to bring confusion and chaos to the West and thus facili- 
tate communist revolution. 

These fundamental conflicts are frequently focalized in 
certain geographical places—in the Middle East, in Iran, 
in Constantinople and the Straits, in Greece, in Trieste, in 
Austria, in Germany, in Korea, in China—particularly in 
Germany and China, for Germany is the pivot of the bal- 
ance of power in Europe, and China is the pivot of the 
balance of power in Asia. The current struggle over Berlin 
is a symbol, a symbol of the deeper conflict over the future 
of Germany. 

At bottom, then, the basic conflict between the United 
States and the Soviet Union is political, not economic. 
‘There is no economic reason why the United States and 
the Soviet Union should not get along in this world. Amer- 
ican production and Soviet production could cooperate eco- 
nomically to put the world back on its feet. True, it might 
be difficult for countries with free economies to trade with 
countries with controlled economies, for American private 
firms to trade with the huge government trusts and syndi- 
cates of communist lands. But the trading could be done. 
We must not confuse the mechanics of trade with the flow 
of trade; we must not confuse the methods of trade with 
the volume of trade. (Indeed, some of the same difficulties 
also exist between capitalist and socialist countries, but 
capitalist and socialist countries do not find these difficulties 
insuperable because there is the will to trade, because there 
is an absence of political differences. In his celebrated Lon- 
don speech, Secretary of State Marshall pointed out that 
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capitalism and socialism were quite compatible and could 
get along together in the same world.) If on the part of 
the United States and Russia there was a mutual desire 
and a will to trade, the trading could be done and the 
world would benefit by the increased flow of goods and 
services. But trading communications, like other communi- 
cations, are closed by political fears—fears over the balance 
of power, fears on the part of each of the two big powers 
that the other wishes to force its economic and political 
system on all countries and to dominate the world. 


lil 


Let us not minimize the strength of the Soviet Union. 
It is a vast land with vast resources. It is in a feverish 
state of industrial development. It bestrides the great Eura- 
sian land mass, sending out its influences to both Europe 
and Asia. Its resources are concentrated in one vast area, 
and not scattered over the ends of the earth. It has tre- 
mendous distances and space, well adapted for defensive 
warfare; it was sheer space that defeated both Napoleon 
and Hitler. It appears to possess a high degree of ideologi- 
cal unity. It has the advantages autocracy always has in 
time of crisis—the capacity for secret, swift, and decisive 
action. Communist parties in countries widely scattered 
over the world, even where their primary purpose is to help 
their own peoples, in effect are frequently the fifth-column 
allies of the Soviet Union. And then there is the attraction 
of communism to the colored, the colonial, the backward 
peoples of Asia. In the struggle over the balance of power, 
this may become the most significant factor of all. 

Why do the oppressed peoples of Asia—of China, of Burma, 
of Malaya, of Indonesia—turn to communism? Because these 
backward peoples want modern technology and the standard of 
living modern technology brings. They want modern technol- 
ogy now—in a hurry—and they want to own it and to derive 
its benefits for themselves when once it is built. They do 
not have a sufficiently large native middle class or native 
capitalist class to build this modern technology. They do 
not want its benefits syphoned off by foreign capitalists. 
Therefore, they increasingly desire to build it collectively, 
to raise themselves by their own bootstraps like the Rus- 
sians appear to have done, to move from medieval feudalism 
to twentieth century industrialism in a single generation. 
It is no answer to say that under such a system they will 
have no freedom. They reply that they have never had 
either bread or freedom, and at least they intend to have 
bread, immediate bread, bread that they can make them- 
selves. They will admit that they would like the American 
standard of living, but that standard of living seems beyond 
them. (The American system is the product of many gen- 
erations of growth, and its free enterprise way of develop- 
ment had its origin in the period before the expensive tech- 
nology of today.) But the Russian way seems within their 
reach—now—in this generation. 

But we Americans have tremendous advantages, too, and 
a wise policy on our part will maximize them. We have 
modern technology developed to its highest level and we 
have a phenomenal capacity to produce goods and services. 
We have the atomic bomb. We have superiority in the air. 
We can draw upon the scientists and the scientific thinking 
of Western Europe, where theoretical science is most highly 
developed. We control the seas and most of the strategic 
ocean narrows throughout the world. We have access to 
the world’s strategic materials. We are in alliance with 
the world’s third power, Britain, and with the peoples of 
Western Europe. We have the majority support in the 
United Nations. We have behind us the cultural heritage 
of the West with its spiritual appeal to Europe and to the 





Americas. And most important of all, we have behind us 
the yearning of modern men to be free. 

Except among backward peoples wno have experienced 
neither bread nor freedom, this magnetic appeal of freedom 
should be an unbeatable one. The fear of the West is the 
fear of totalitarianism, the fear of a police state, the fear 
that freedom from arbitrary arrest, freedom of movement, 
freedom of the mind, freedom of expression, freedom of 
religion, and freedom of elections will be suppressed and 
superseded by a self-imposed and self-perpetuati.z dictator- 
ship. This fear is shared by all who are not fascists and 
communists—by the vast majority of the peoples of the 
West. It is shared by capitalists and socialists. It is shared 
by conservatives, by liberals, by social-democrats. Indeed, 
the socialists of Britain and Western Europe—those ardent 
believers in democratic socialism—are among the most out- 
spoken foes of totalitarianism in all its forms. The battle 
cry of the West is not capitalism; the battle cry of the 
West is freedom. The supreme issue of our time is not 
economic; it is political. What divides and unites men is 
not the economic conflict of capitalism versus collectivism ; 
what divides and unites them is the political conflict of free- 
dom versus totalitarianism. It is this will to freedom which 
is uniting the peoples of the West behind the United States. 


IV 


Will there be war? No living man knows the answer 
to that question. Those of the West who think war is in- 
evitable say the sooner war comes the better. Time, they 
say, gives Russia opportunity to recover, to grow strong 
technologically, to acquire the atomic bomb, to win the 
peoples of Asia to the cause of communism. We of the 
West are relatively stronger now than we shall ever be, 
observe those of this school of thought. On the other hand, 
we are dealing with some imponderables, and war may not 
be inevitable. Those who would precipitate a “preventive 
war” and unloose the horrors of atomic warfare on the 
world are on shaky moral ground and they are under- 
estimating the moral feelings of the peoples of the world. 
A war that appeared aggressive could not be justified 
morally; it would be a hard war to win; it would be fol- 
lowed by a difficult and an unresponsive peace. 

Yet war may come. It may come because those who 
favor a “preventive war” may get the upper hand in our 
counsels. Or, more probable, it may come because of the 
aggressions—the dynamic revolutionary nature—of the So- 
viet state. 

A Soviet-American war could have three possible out- 
comes. It could result in a Soviet victory to be followed 
by some kind of a Soviet world empire, which might or 
might not evolve into genuine international communism. 
Far more probable, it could result in an American victory, 
to be followed by some kind of an American empire, which 
might or might not evolve into genuine United Nations 
internationalism. Finally, it might result in a stalemate of 
exhaustion, in a hopeless situation in which neither side 
could win, in a long drawn out purgatory for suffering 
humanity—a kind of Thirty Years’ War. The glib ones 
say this might be a desirable outcome, but wise men know 
better. Do you remember back in the 1930’s when in some 
circles it was fashionable to predict knowingly that Ger- 
mans and Russians would be at each others’ throats and 
that such a situation would be a good thing because a war 
in which Germans and Russians killed each other off would 
be beneficial to the West? Well, that was always pretty 
specious doctrine, even though in that case there would 
have been an America to pick up the pieces and proceed 
with the game of life. Today, a war in which East and 


106 


Vital Speeches of the Day 





West killed each other off would leave the world maimed 

and helpless. There would literally be no nations left strong 

enough to pick up the pieces and proceed with the game. 
V 

War, of course, may be avoided. The chances are still 
that it will be. How? By a counter-revolution winning in 
Russia and re-establishing a capitalist regime, thus giving 
the United States a victory without war. This is not likely. 
By communism: sweeping over the West, thus giving Rus- 
sia a victory without war. This, too, is not likely. The 
high tide of communism seems to have been reached in 
Europe, and even a prolonged economic depression would 
not bring communism to Britain or the United States. How, 
then, may war be avoided? By stabilizing the American 
and Russian spheres now being built. By frankly recogniz- 
ing the existence of two worlds. And what are the forces 
making for the peaceful stabilization of these two worlds? 

First, physical limitations and fears: the devastation of 
the last war, from which Russia has not recovered; the 
sense of war weariness in all parts of the world; mutual 
fears of the atomic bomb and the other cataclysmic weapons 
of our day. 

Second, the growing sense of unity in the Western world 
and rising determination not to appease the Soviet. 

Third, the need of Western Europe for the raw materials 
of Eastern Europe, and the need of Eastern Europe for the 
manufactured goods of Western Europe. There is a grow- 
ing realization that the peoples of the Balkans must have 
the tools, the implements, the machines, and the clothing 
of the West, while the peoples of Western Europe must 
have the food and raw stuffs of the East. Trade has a way 
of breaking down political and ideological barriers. 

Fourth, the probability that time will accustom us to the 
strange and novel political situation existing in the world 
today—the existence of only two great powers with widely 
ditierent political and economic systems. As each reaches 
the more apparent limits of its expansion, as the probings 
of each encounters firmer resistance, as communism reaches 
its crest and comes to be contained, as the borders are more 
closely drawn, as the spheres of the two great powers are 
more clearly delimited, then the United States and Russia 
may settle into a modus vivendi, into a long period of un- 
easy but growing stability. “Time may teach each that the 
world is big enough for both the United States and Russia, 
for both capitalism and communism. 

Fifth, if once some sort of stability is reached—even an 
uneasy stability---there may be some relaxing of tensions in 
the Soviet Union. This relaxing of tensions may lead to 
some increase in freedom within the Soviet Union and may 
also lead to the raising of the iron curtain, not much but 
some. If Western Europe should move in the direction of 
more socialism and the Soviet Union in the direction of 
greater freedom, the vast differences between East and 
West might gradually be bridged. In any event, this as a 
long-time development and may not come soon enough to 
help appreciably in the achievement of peace during the 
current critical period. 

Sixth, and most important, communism might turn out 
to be nationalistic, independent of communist international- 
ism and Russian imperialism. Up until this time we have 
been taking communism at the valuation of its own thinkers 
and leaders. We have assumed that it would be interna- 
tionalistic. We have thought of it as an appendage of Rus- 
sia, the first communist state; as the possible basis of a 
world Union of Socialist Soviet Republics. This is what 
has made us fear it so much. We saw it as a gigantic in- 
strument for the upsetting of the balance of power. But 


what if it should turn out that the wishes and predictions 
of communist thinkers and leaders were mistaken? What 
if it should turn out that a country’s going communist did 
not necessarily link it with Russia? What if even commu- 
nist countries had to yield to other historic circumstances, 
to nationalist traditions, to economic needs different from 
those of Russia? We have seen the communist leaders of 
little Yugoslavia identify their national interests as different 
from those of Russia. Many Polish communists are taking 
a similar position. If the communists of little countries 
like Yugoslavia and Poland take such a position, might not 
the communist leaders of big Germany and big China do 
the same, should communism win in their countries? Now 
if communism turns out to be nationalistic and no mere 
adjunct of Russian policy, then our fears will relax. Russia 
might become less interested in pushing communism in other 
countries, and we certainly would be much less fearful of 
the balance of power being upset. Instead of dealing with 
an ever-expanding Russia (or an ever-expanding Union of 
Socialist Soviet Republics) we would be faced’ with the 
infinitely easier task of dealing with a new, a multiple, a 
more divided, a more flexible balance of power. We are 
here considering one of the most important historical possi- 
bilities of our time: Will communism turn out nationalistic 
or internationalistic, independent of Russia or dependent 
upon Russia? We do not yet know the answer. It involves 
imponderables, and only time and subsequent history can 
supply the answer. But if we wait long enough (being 
firm and vigilant all the while), if we gain sufficient time, 
we may know the answer, and the answer may mitigate 
our fears. But will we be allowed the time? 


VI 


Meantime, what can we do to strengthen ourselves in 
our current duel with the Soviet Union? Let us enumerate 
some of the specific measures. 


First, let us strengthen the United Nations as best we 
can and continue in our attempts to weaken the veto. Con- 
stitutions and written charters have a way of developing 
organically and in actual practice of obviating and amplify- 
ing the written words. 

Second, let us continue economic aid to the stricken 
peoples of Europe—until those peoples restore a working 
economy. 

Third, let us reconsider our tariff policies with the view 
to providing markets for the goods of Western Europe 
which formerly found markets behind the iron curtain. 

Fourth, let us help Western Europe coordinate its cur- 
rencies, its monetary systems, its transportation, its indus- 
trial production. Let us encourage the development of 
across-the-border industrial concerns in Western Europe. In 
this-connection, Barbara Ward’s recent The West At Bay 
has many valuable suggestions. Incidentally, such measures 
will also help merge the economy and the industry of West- 
ern Germany into a general European economy, thus mak- 
ing a future Germany less dangerous. 


Fifth, let us encourage the nations of Western Europe 
to build a military and a political federation. 

Sixth, let us by all means avoid a major depression in 
the United States. A major depression in the United States 
would pull down the entire economy of the West. The re- 
sulting economic misery would lead to a renewed spread 
of communism in Western Europe. A renewed spread of 
communism would lead to civil wars in Western Europe. 
Civil wars in Western Europe would lead to intervention 
by Russia on one side and by the United States on the other. 
Out of these interventions would come a third world war. 
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Seventh, let us take care that we do not alienate the 
liberals, the social democrats, and the democratic socialists 
of Western Europe by encouraging reactionary and crypto- 
fascist groups in Europe. Let us be realistic and recognize 
frankly that the democratic socialism of Western Europe 
may represent the middle way for Europe, the middle way 
between fascism and communism. 

Eighth, let us take measures to build a people’s program 
in Asia that can match in mass attraction the promises of 
communism. Let us use every opportunity and every non- 
communist movement of a genuinely popular kind to build 
a middle way in Asia, a way between feudalism and com- 
munism. The democratic socialism of Nehru may represent 
such a way. 

Ninth, let us never forget that we no longer speak merely 
for America, that we speak for the entire non-Soviet world. 
The public utterances of too many of our leaders are stiil 
provincial, narrow, shrill, where they ought to be broad, 
inclusive, urbane. We are thinking of democracy and free- 
dom too often in terms of the American system—in terms 
of a written constitution, federalism, separation of powers, 
a two-party system. We must remember that many of our 






allies and associates have found democracy and freedom in 
unwritten constitutions, in unitary governments, in cabinet 
and parliamentary governments, in multiple party systems. 
Again, we are talking of democracy and freedom too often 
in terms of American capitalism and American free enter- 
prise. We must remember that many of our allies and asso- 
ciates are finding democracy and freedom in economic co- 
operatives, in social democracy, in democratic socialism. In 
this great duel with the Soviet Union we speak for the con- 
servatives, yes; but we also speak for liberals, for social 
democrats, for democratic socialists. We speak for the world 
of Winston Churchill, yes; but we also speak for the world 
of Attlee, Bevin, Cripps, Morrison, Laski, Crossman, Blum, 
Negrin, Prieto, and Nehru. We speak for America, yes; 
but we also speak for all of Western civilization of which 
America is only a part. More, we speak for all men every- 
where who seek both freedom and the social security mod- 
ern technology ought to provide. 

No modern nation has ever been called upon to give di- 
rection to such a widely gauged mission. We have yet to 
prove that we possess the breadth and the maturity and the 
wisdom to measure up to that mission. 


Kinds of Government and the Growth 
of Isms 


PROPERTY AND FORCE vs. PERSONALITY AND REASON 


By DR. MIRIAM THERESE ROONEY, Associate Professor of Law, 
The Catholic University of America, Washington, D. C. 


Delivered at Town Hall Meeting under the Sponsorship of the Fourth Degree, 
Knights of Columbus, Washington, D. C., November 1, 1948 


ROPERTY and its fair distribution have provided 
one of the most troublesome problems to be found in 
the history of civilization. Primarily a subject for econ- 

omists and moralists rather than for experts in government 
and law, it nevertheless touches everybody and presents 
serious questions to those responsible for establishing rules 
for the advancement of the common good. 

In feudal times, when our common law system was being 
developed in England, many rules had to be worked out 
affecting the ownership of land and the duties of landlords 
and serfs in their relations to one another. When, following 
the age of discoveries, the invention of the steam engine and 
the growth of maritime trade resulted in the substitution of 
shares of stock for land, as evidence of wealth, a different 
type of problem was presented for solution. Liquid or fluid 
assets, more easily convertible than land, offered many ad- 
vantages to investors, and capitalism eventually replaced 
feudalism as a way of life in modern times. 

From the standpoint of the workers also, the new type of 
economy was preferable in many ways. Instead of being 
subject almost entirely to the commands of the landlords, 
some of who were doubtless more arbitrary and less benevo- 
lent than others, the laborers found a new freedom in work- 
ing for wages which they could spend freely according to 
their own wishes, and therefore many gave up work on the 
land for a new urban life in the vicinity of the factories. 
This change in employment resulted in farreaching modifica- 
tions in family relationships. Cities developed with running 
water, sewer systems, municipal lighting, rented apartments, 
automobiles, and motion pictures, and all these improvements 





were found preferable to the comparative security of having 
a place to sleep and enough to eat on the farm. On the other 
hand, the exhausting labor of the factories, and the smal! 
wages paid, made the struggle for existence among large 
families even more difficut in the cities than it had been on 
the land. In place of the mutual support and the encourage- 
ments of family life, there grew up a feeling that everyone 
had to get a job and look out for himself at the earliest 
possible moment, so that little time and less energy was left 
for enjoying the comforts of home. And since the factor) 
“boss” could be no less arbitrary than the feudal landlord, 
restlessness developed among the people which at times has 
reached explosive proportions. 

It is the function of law and government to regulate the 
relationships between men so that violence can be avoided 
and conflicts settled peaceably. Before the adoption of the 
United States Constitution establishing a republican form of 
government, the classical types were: 1) monarchy, or the 
rule of a king; 2) oligarchy, or the rule of a few; 3) democ- 
racy, or the rule of a majority. All of these have merits as 
well as disadvantages. But under each of these types, owner- 
ship of property constituted one of the means toward the 
acquisition of power and control. Even under the United 


States Constitution, property qualifications were frequently 
prerequisites to the right to vote, until the Fourteenth 
Amendment made birth or naturalization the basis of Amer- 
ican citizenship and prohibited the States from abridging the 
privileges and immunities of citizens of the United States. 
The impact of this modification of the traditional require- 
ment of property ownership as a prerequisite to participa- 
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tion in government has given rise to many judicial disputes. 
Their settlement in accordance with principles of right and 
justice, which guarantee as far as possible protection to each 
individual person because he is a person, and not merely a 
property owner or employee, has indicated a statesmanship 
in advancing the common good which has done much to avoid 
the explosive effects of revolutionary movements elsewhere. 

Although it is true that the government of the United 
States of America grew out of the American Revolution, and 
therefore in origin has some of the characteristics common to 
every movement which undertakes to overthrow existing 
authority, nevertheless it should be carefully distinguished 
in purposes, methods, and results, from the effects of other 
revolutionary movements such as the French Revolution, the 
Revolution of 1848, and the Russian Revolution. The Amer- 
ican Revolution was not so much a struggle to overthrow 
legitimate government as it was a struggle to obtain a right 
to participate in government. It has succeeded to the extent 
that it has continually widened the degree of that participa- 
tion among the people through recognizing the ballot as one 
indication of fully rounded-out and responsible personality. 
‘The United States Government, ever since its foundation, 
especially through its independent judiciary, has continually 
emphasized the value of persenality rather than property in 
its regulations for the common good. 

The recognition of human values over property values as a 
criterion for good government, which is characteristic not 
only of the Government of the United States of America, but 
also of the whole common law system, has not been achieved 
without challenge. Always there has been the strong repre- 
sentation supplied by vested property interests for protection 
on the legitimate ground that without capital, confidence, 
and courage, in business ventures, the support upon which 
the country relies for its necessities would be lost. The dis- 
possessed as well as the property owners also have resented 
any sort of regulation, especially that felt to be inspired by 
those with whom they wrongly believe themselves to have 
nothing in common. In between the large property owners 
and those who have none are the holders of small amounts 
of property, who are usually sufficiently well educated to 
make their position understood. As long as the latter are 
numerous enough to form an important part of the popula- 
tion, they have the effect of supporting the capitalist position, 
without, however, permitting it to attain unlimited power. 
When the number of small property owners is reduced for 
any reason, the dispossessed, who lack adequate education, 
find themselves the tool of demagogues, who, under 
promises of bread and circuses, use these numerically imposing 
masses as an instrument to wrest property from the wealthy 
without, however, according to the workers that recognition 
of their significance as persons, without which successful 
government cannot exist. 

Karl Marx, who published his “Communist Manifesto” 
in 1848, just one hundred years ago, was one of the first in 
modern times to see the enormous reservoir of power which 
is to be found among the propertyless wage-earners of con- 
temporary industrial life. He perceived their perennial dis- 
content with the lack of almost everything essential to the 
development of personality, including happy family life, 
education, and independent means, and he realized that their 
numbers, as well as their customary state of disorganization, 
offered an oportunity for exploitation, which their lack of 
education would not prevent. Instead of personality as the 
foundation of law and government, he placed property first. 
Instead of encouraging the small property owners as a source 
of strength against the excesses of some of the capitalists, he 
abused them and advocated their abolition as the enemy of 
the people of whom they had hitherto constituted the strong- 


est part. Building upon resentment and bitterness, he pro- 
posed a leadership for the dispossessed which their lack of 
education and of political experience prevented them from 
recognizing as a vicious bid for power and control, at the 
price, not of their individual betterment, but of their con- 
demnation into abject slavery to the demands of a few men 
greedy for great power. 

Marx was not a fool; he was one of the most astute 
thinkers who have undertaken to put their views into books. 
By the trick of utilizing plausible rather than valid argu- 
ments, he won over in the course of time, a number of 
pseudo-thinkers, ignorant of sound philosophical principles, 
to the point of inverting the relationships of property and 
personality. he result has been a false emphasis on material 
rather than on spiritual values, in many modern books about 
law and government. Marx also used an emotional appeal 
to the uneducated “have-nots” in an effort to convince them 
that lack of property is the source of all their unhappiness. 
The pseudo or false thinkers who accepted Marx’s theories 
without going deeply enough into them find the fallacies 
there, found an opportunity for personal advancement by 
proposing new group-formations which would center their 
activities around property and its reorganization. In doing 
so they have called themselves progressive, although in fact 
the principal ideas they advocate were not original even with 
Marx when he wrote a hundred years ago. 

Among the forms of government which have been pro- 
posed in which emphasis on property is primary, socialism, 
anarchism, and syndicalism have obtained a number of ad- 
herents at various times and in different countries. Marx 
was not the originator of any of these forms, but he seized 
upon the property element, added to it the element of vio- 
lence characteristic of anarchism, and put the movement on 
an international basis, by which the laboring classes in every 
country were organized in order to effect a revolution in 
property-holding everywhere. Fascism, which was devised 
as a counter-revolution against Communism, shared the com- 
mon fallacy of subordinating personality to property and 
force. All of them result in a statism, or planned economy. 
In other words, they secure control of the instruments of 
production and of the necessities of life by using the law 
and government not as a means of securing justice for each 
person, but as a weapon or instrument for obtaining control 
through force. The ultimate effect of all these forms of 
so-called government is found in the destruction of liberty, 
not in making it ever more secure. 

‘The “isms” which have grown up in our day to plague 
us are not inevitable afflictions which an unkind fate has 
compelled us to acknowledge as our masters. They are 
nothing but the fruit of fallacious thinking which we have 
allowed to attain some ascendency over us during the last 
hundred years, through what has been aptly called “‘the 
default of the intellectuals.” The Popes have been warning 
us throughout the century, and have proposed correctives, 
but not enough of us have listened. Instead, we have not 
only failed to point out the philosophical errors in the Marx- 
ist theory adequately for the benefit of the person of ordinary 
intelligence, who stands to lose most if it should prevail, 
but we have acted as if stupified by the efforts of Marx’s 
followers, first to abuse and then to eliminate the small 
property owners, who, in obtaining some education and a 
little property, succeed in rounding out their personality to 
the extent at least that they form the backbone of any nation 
and especially our own. 

It is to remedy that situation in which we find ourselves, 
that it is necessary to point out here and now that: property 
is not the foundation upon which law and government are 
based. It is true that a great deal of law and government 
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has to do with the regulation of property distribution, but 
it is persons who devise and effect that distribution. The 
law and government cannot act of themselves. If there are 
faults in the way that property is distributed, they are to 
be remedied not by the abolition of law and government, as 
Marx recemmended, but by devising better methods of dis- 
tribution, which can be enforced by the government through 
modifications in the law. The law is a rule and measure of 
human acts, as Saint Thomas Aquinas tells us. It is ad- 
dressed to human beings and is given effect by human beings, 
who assent to its authority because their minds must neces- 
sarily assent to what is true in the natural order. ‘To pervert 
its function into an instrument of force alone, and to con- 
ceive of it as a means of maintaining property interests in 
power, is as fallacious as to consider personality subordinate 
to property values. In either case, the inevitable result must 
be continual struggle rather than peace with justice. 

Sound philosophy ignores neither property nor force, but 
reckons with them both by subordinating them to personality 
and to reason. Sound philosophy recognizes the need for 
human beings to utilize property in the development of their 
Personality, and requires an accounting from them of the 
use made of property as a measure of their achieving maturity 
and full responsibility. Sound philosophy recognizes above 
all, the importance of the mind, the reason, the intellect,— 
the importance of spiritual factors,—in the develpoment of 


successful human living. To the extent that property or 
force or other material factors tend to supplant the spiritual, 
deformity, not fulfillment, of human personality results. Any 
form of government which fails to recognize and function 
in accordance with these age-old truths, is bad government. 
The sooner it is corrected, the sooner happiness and peace can 
replace misery and war. 

The obligation to ensure and maintain good government 
is nobody’s but our own, and this we have the means and 
facilities to meet under our American system, where our 
elected representatives and other government officials can 
hold office only as long as they hold our confidence and sup- 
port. They are responsible to us, and we are responsible for 
what we permit them to do. The kind of government we 
have must, in order to merit our support, protect property 
not because of its value as property, but because of its value 
for human beings, and it must protect human rights above 
property rights because human beings are persons for whose 
welfare law and government have been established as guides 
for living in society. To the extent that our government 
emphasizes the protection which must be afforded for the 
development of human personality, it is successful. ‘To the 
extent that it, or any government fails to do that, it must be 
corrected, because of the implicit defiance of the natural 
order of spiritual power over material values which has been 
ordained by the Creator of the universe. 


Is the Marshall Plan in Danger? 


PLIGHT OF EUROPEAN LABOR UNIONS 
By VICTOR G. REUTHER, Director of the U.AW.-CI.O. Education Department, Detroit, Michigan 
Delivered over the Mutual Broadcasting System, Detroit, Michigan, September 1, 1948 


EHIND the headlines that tell of the struggle tor 
Berlin there is a bigger story—the story of the strux- 
gle to build and preserve a free and united Europe 

and to create a peace that will last beyond our time. | 
want, in the next few minutes, to tell you something of the 
struggle in Berlin and the rest of Germany as it bears on 
those larger issues. I have just returned from Berlin after 
a month of intensive traveling in England, France, Austria. 
and Germany. 

| spoke to government and trade-union leaders through- 
out Western Europe. I had two long private conversations 
with General Clay, Military Governor of the American 
Occupation Zone in Germany. I flew into Berlin on the 
day our air lift reached its peak load of 5,000 tons. I ex- 
perienced the daily round of life in the blockaded city, where 
2'% million men, women, and children in the western sec- 
tors depend for survival on the American and British planes 
that land at 3-minute intervals at the Templehof Airfield. 

And everywhere I went, I found Europeans asking these 
questions: Will America use its great power and wealth 
wisely under the Marshall Plan—use it to build a free and 
united Europe? Or will we attempt to force the energies 
and hopes of the European peoples into the mold of Ameri- 
can free enterprise, in exchange for the economic aid that 
Europe must have to survive? Will we break the heart of 
European democracy and surrender Europe’s future to Com- 
munism or a revival of the Nazi movement? Will we pull 
out and return home and let Europe stew in its own juice, 
as we did after the first world war, until our boys have 
to hit the beaches again, in Italy and France? 

These are practical questions, as practical as any of the 


issues of domestic policy. For the Marshall Plan is in 
danger. It is threatened as much by the confusions of our 
own European policy as by any current or impending Com- 
munist efforts to discredit or impede it. And if the Mar- 
shall program fails, or if it succeeds only in doing the wrong 
things, then Europe will become the battleground of an- 
other war. 

The center of the struggle for the body and soul of 
Europe is Germany, and Berlin is Germany’s heart. Through 
the middle of that ruined and beleaguered city lies domoc- 
racy’s frontier. Seen from that line, through the eyes of 
German anti-fascists who have known the inside of Hitler's 
concentration camps, American policy in Germany is only 
half an answer to the challenge of Communism. We, the 
American people, must find the other half of the answer, 
the half that goes beyond firmness and toughness to demo- 
cratic wisdom. If we really want to stop Communism— 
and not just investigate it—then we had better lend an ear 
to these forgotten men of Berlin, the men who during the 
past three years have risked their lives to halt the westward 
expansion of red totalitarianism. We must help them to de- 
velop in Germany a democratic alternative to Communism. 

Who are these German democrats? Most of them are 
trade-union leaders. One high American authority in Ger- 
many confided to me that he was surprised to learn that 
almost every act of the occupation involved discussions with 
representatives of the trade-unions. The German labor 
movement today is stronger numerically than it was before 
Hitler’s rise to power—and these officials are its spokesmen. 
The trouble is that their counsel is not taken seriously 
enough and that American policy-makers have not clearly 
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recognized the importance of their unions in the growth of 
German democracy. 

I spoke at great length with many of these union leaders. 
Most of them had endured from six to ten years in Dachau 
or Buchenwald or another of the Nazi concentration camps. 
Out of 38 whom I met personally in Berlin alone, 26 had 


lived behind Hitler’s barbed wire. And all of them had 


been and remain in the forefront of the drive which has 
turned back the Communist campaign to seize control of 
the trade-unions in Berlin. 

Today, as a result of the courage and vigor of these anti- 
Communist leaders, an overwhelming majority of the trade- 
unionists in Berlin, including the Soviet section of the city, 
are members of democratic unions. 

If Germany is to find her way to democracy in a stable 
Europe, these are the men who must guide her. Yet they 
have fared badly at our hands. 

There is a serious conflict between American aims under 
the European Recovery Program and the day-to-day oper- 
ation of our policy in Germany. As a result of this conflict, 
our best friends in Germany—those who fought Hitler 
vesterday and who are fighting Stalinism today—are hurt 
and bewildered, while our enemies, both Communists and 
former Nazis, are comforted in their struggle for power. 

America cannot endlessly pour its wealth into Europe. 
The European Recovery Program acknowledges that plain 
truth. It is a limited operation, with specific ends. Its pur- 
pose is not to place Europe on a permanent dole, but to 
help that continent through the initial stages of economic 
revival, up to the point where the western European na- 
tions, working together, can themselves maintain a going 
economy through domestic production and _ international 
trade. 

Germany is the key to European recovery, and therefore 
to the success of the Marshall Plan. Yet Americans are 
understandably reluctant to permit the rebirth of a mili- 
taristic power based on the great industries of the German 
Ruhr. And American businessmen do not look with favor 
on the possibility of a revived German industry competing 
with them in world markets. And so we are facing two 
ways in our German policy. We want to use German in- 
dustry to promote European recovery under the Marshall 
Plan; yet we are not clear about how this can be done while 
at the same time guarding against the revival of Germany's 
war-making power. 

We cannot resolve this dilemma until we learn to dis- 
tinguish our friends from those who are not our friends in 
Germany. A policy of firmness toward the Russians will 
avail us little as long as it goes hand in hand, as it does 
today, with a policy of foolishness toward the Germans in 
the western occupation zones. We cannot evade our re- 
sponsibility to distinguish between democracy’s friends and 
its enemies by shrugging our shoulders and saying that it 
is up to the Germans to make democracy grow out of the 
ruins of the Nazi state. General Clay himself has made 
this statement—and I quote: “The people are finding it 
hard to get the wherewithal to live out the day. It is diffi- 
cult for strong political movements to develop under such 
conditions.” End quote. 

In other words, if we want German democracy to grow, 
we are going to have to help it—and in order to help it we 
must be able to tell a democrat from a Nazi on the rebound. 
We must understand that the tested German democrats 
are either in the trade-unions or working closely with the 
trade-unions. And we must consciously draw these demo- 
cratic forces into close and friendly association; we must 
make our daily practices in the western occupation zones 
add up to a defense and not a denial of democracy. We 


must, in our treatment of German labor and industry, make 
our actions square with the professed aims of the Marshall 
Plan. 

Today we are only luke-warm and unpredictable friends 
of German democracy. And because we are only luke-warm 
and unpredictable friends, the French and the British in 
their zones are complacently continuing with bad practices 
which they would soon correct if we gave them an aggres- 
sive and consistent lead. 

Instead of using the powerful lever of the Marshall 
Plan to insist on economic unification of the three Western 
occupation zones, we are tolerating the administration of 
those areas as separate and sovereign states, the very condi- 
tion from which Europe has tor so long suffered and which 
the European Recovery Program is supposed to end. 

Throughout much of this tri-zone area, the dismantle- 
ment program has gone recklessly on, breaking up the pro- 
duction facilities that might have continued to contribute 
to the reconstruction of the Western European economy. 
Under his dismantlement campaign, skilled production teams 
have been scattered, a trained labor force has been subjected 
to the demoralization of unemployment amid the rubble of 
devastated cities, and the avowed aim of the Marshall pro- 
gram, the reconstruction of Western Europe, has been 
cruelly, senselessly, and extravagantly defeated. 

In some cases, factories have been visited by successive 
waves of dismantlement, and thousands upon thousands of 
workers have had their jobs pulled out from under them, 
not once but twice. They would watch the machines they 
tended shipped away and they would salvage and repair 
other machines out of the tangled heaps of bombed-out 
equipment. Then, as they went back to work, another 
wrecking crew would arrive and transport their jobs away 
once more. 

Such a practice is not calculated to win friends among 
the anti-fascist and anti-Communist workers of the free 
German labor movement. A policy of reprisal through repa- 
rations, which strikes blindly at friend and foe alike, at 
both democrat and Nazi, plays into the hands of the Com- 
munists and gives our professions of democracy a hypo- 
critical ring in the ears of those men and women on whom 
we must ultimately rely to keep Germany in the democratic 
camp. : 
We are going to have to choose between reprisal and re- 
construction. We are going to have to take the position 
that the Marshall Plan calls not for indiscriminate punish- 
ment, but for all-out production. We are going to have to 
insist that dismantlement, now almost abandoned in the 
American zone, be discontinued as well in the French and 
British zones. We are going to have to make these decisions 
because the dismantlement campaign is the greatest single 
act of sabotage of the European Recovery Program, and 
because every day it continues we lose precious ground in 
the battle to salvage and inspire the democratic forces at 
the heart of the continent. 

This is not a matter of industrial facilities alone, or even 
primarily. It is a matter of convincing millions of people 
that we mean what we say. It is a matter of ending, once 
and for all, the fear which is general among Europeans 
that in the war of nerves and of ideas between Russia and 
the Western democracies, German militarism and aggres- 
sive nationalism will rise again to dominance. 

We cannot quarantine the German people forever. We 
cannot tolerate a perpetual slum and concentration camp in 
the center of Europe. Sooner or later, Germany must take 
her place as an integral part of a united, Democratic west- 
ern European community. That is the intent of the Mar- 
shall Plan. That should be the aim of our occupation 
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policy. And so we must do much more than choose between 
punishment and production; we must make a clear-cut 
choice between business and professional men who supported 
Hitler and those trade-unionists and other democrats who 
fought Hitler and landed in Dachau for their pains. We 
are going to have to rely on the latter, on the forgotten men 
of Berlin who will wind up behind barbed wire again if 
Communism takes over. 

We have not yet, in effect, made that choice. And be- 
cause we have not made it, the British and French have 
not made it. They take their cue from us. We have the 
wealth and the power. Therefore, we have the responsibility. 
We must decide that we prefer Hitler’s enemies to Hitler’s 
friends. 

In the area of the Ruhr, the western occupation authori- 
ties retain control over the distribution of production, but 
not over management itself. In the western zones generally, 
industry is back under German control or is being operated 
by German managerial and technical personnel under Allied 
trusteeship. Under this set-up there is an unmistakable 
trend toward reviving the social and economic groups that 
supported the Nazis and who formed the respectable core 
of Germany’s aggressive nationalism. 

And while the old gang inches its way back to the seats 
of privilege and control, the workers who could keep them 
in check and whose unions could keep German productive 
potential from again becoming war potential—these workers 
are denied an elementary voice in the operations of the fac- 
tories where they work. In the province of Hesse, for ex- 
ample, a democratically elected legislative body passed a 
Works Council law, which would grant the employees of 
plants in that area the right of co-determination of policy 
directly affecting their employment. American occupation 
authorities have vetoed that law, and another victory has 
been scored for those forces in Europe who proclaim that 
American preaches democracy but does not practice it. 

We have not acted forcefully enough to return to the 
trade-unions the property that was stolen from them by the 
Nazi Labor Front. The Russian-sponsored unions of Ger- 
many are well taken care of out of Communist Party funds, 
but the free labor movement is without typewriters, without 





mimeograph machines, without paper, without newsprint, 
without headquarters, without funds. 

Meeting halls that belonged to the free unions under 
the Weimar Republic were taken over by the Nazis. In 
many cases, they have not been returned, but have been 
taken over again, this time by our occupation staff. 

At the time of the introduction of the new currency in 
Berlin, German workers there went weeks without pay. 
Many employers were granted credits to meet their payroll ; 
but similar credits were denied to the labor movement to 
enable it to function during the transition period. 

This is only part of the evidence I found that we are 
letting down our best friends in Germany, that we are 
wasting their courage and sapping their hopes, and that we 
are setting up ducks for the Communists to knock down. 

American policy is firm on the Berlin frontier. There is 
little danger that we shall retreat, for we know that to fall 
back from that outpost of freedom would be to perpetrate 
another Munich and bring World War III tragically near. 
But we must be wise as well as firm. We must understand 
that we are defending the future at Berlin, not the dis- 
credited past of Nazi cartels and monopolies that helped 
Hitler to power. We must understand that the Marshall 
Plan is a massive tool that we can use either to create the 
economic basis for enduring peace or to throw millions of 
taxpayers’ dollars down the biggest rathole ever devised in 
the history of mankind. 

We of the American labor movement, both A. F. of L. 
and C.1.Q., are determined that the Marshall Plan must 
succeed. We are appointing ourselves its watchdogs and 
we are setting up our own organization, in cooperation 
with European unionists from the Marshall Plan countries, 
to see to it that it does succeed. 

I urge that the American people as a whole shoulder this 
task of making the Marshall Plan the great contribution to 
world peace that it can be. The decision to make the prac- 
tice of the Marshall Plan square with its theory will not be 
made in Europe, or in Washington. It must be made in the 
minds of the American people, whose sons will have to fight 
another war if Western Europe is not helped to health and 
unity and freedom. 


Anglo-American Relations 


BRITISH POLICY MUST BE THREE DIMENSIONAL 
By SIR OLIVER FRANKS, British Ambassador to the United States 
Delivered at a dinner of The Pilgrims of the United States, New York, N. Y., October 13, 1948 


HE dinners which the Pilgrims give to successive 

British Ambassadors to the United States as they enter 

on their work are a part of history. Through them 
you do more than welcome a new Ambassador: you give ex- 
pression in that welcome to your feelings about the country 
he represents. 

It is a very memorable moment for me this evening as I 
take my place in this great succession and respond to the 
speeches of welcome we have just heard. 

My predecessors form a very distinguished company. 
They are very hard to follow. In the last decade Lord 
Lothian, Lord Halifax and Lord Inverchapel have repre- 
sented Great Britain in this country. Of all the successors 
to Lord Bryce no other Ambassador steeped himself so 
deeply in the study of America as did Lord Lothian. His 


love of the American people, his tremendous appetite for 


the American way of life, and his belief in the great destiny 
of the United States and of Anglo-American cooperation, 
enabled him to play an unequalled role as the interpreter 
of our two countries one to the other during those formative 
and convulsive years, 1939 and 1940. 

His early death was a tragedy, but it was as if his whole 
life had been spent in preparation for those two brilliant 
years of service to mankind. 

Lord Halifax arrived in America when Britain faced the 
Nazi onslaught single-handed. When he came, there were 
people who wondered whether a man who had been viceroy 
of India would be at home in democratic America. It was 
not long before Lord Halifax’s character made a deep im- 
pression upon the American people. His patrician simplicity 
and serene wisdom made him one of the best known and 
best loved Ambassadors to represent Great Britain in the 
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\'nited States. In the five strenuous years he spent here, 
he visited, I believe, every one of the 48 states. You will 
permit me to add the name of Lady Halifax, whose gracious 
perception and gentle courage were so strong a support to 
her husband. 

Lord Inverchapel was chosen to succeed Lord Halifax. 
He brought to his task long experience and great distinction 
in diplomacy. He, too, traveled widely in the United States 
and made many friends. He had a deep love of the coun- 
tryside and of country life. This gave him a strong appre- 
ciation of the importance of the American rural community. 
His informality and charm will be widely remembered here. 

‘These are great names. I come to you as a younger man, 
without my predecessors’ wide experience of public affairs. 
In the past four months you have given me the kindest of 
receptions and I have begun my mission with tull confidence 
at least in this: there is no work in the world more impor- 
tant than deepening the understanding between our two 
countries and I am proud to have the opportunity to devote 
myself to this cause. 

The very name of the Pilgrims must touch the historical 
imagination of any incoming Ambassador. I have found 
myself thinking of the period, now getting on for two cen- 
turies, since it was decided in 1776 that our nations should 
go their separate ways. It is a remarkable thing tha: both 
parties to that struggle should have drawn lessons from 
their bitter experience which have made possible the cre- 
ation, expansion and full achievement of great political 
systems through which men have been able to realize a 
fuller freedom, and a greater responsibility for the conduct 
of their own affairs than ever before in Western civilization. 

Democracy has found equal though differing interpreta- 
tions through the federal principle in the United States of 
America and the free association of self-governing peoples 
in the British Commonwealth. Both systems have stood 
the tests of change and time. Each in surmounting its diffh- 
culties has grown in strength and wisdom. 

Both offer patterns of democratic association which have 
proved their strength in times of crisis. 

In this same period of less than 200 years, a short period 
in the history of western civilization, our two countries by 
their economic activities have altered, perhaps forever, the 
pattern of history. 

The industrial 
genius of Great 


revolution originated in the inventive 
Britain. Great Britain is its home. Its 
consequences have been elaborated and perfected by the 
technique of mass production discovered and applied in the 
United States. Between us we have so greatly increased 
the power of man to produce the things he needs that for 
the first time in history a prospect opens that all men every- 
where might lead a life above the bare margin of sub- 
sictence, 

The process has already gone some way. No longer is it 
true that the great mass of the population in the countries 
ot the world must continue without hope of change to ex- 
pend all their energies in the sheer struggle to exist. Gen- 
tlemen, from this point of view it is part our doing that 
the peoples of the world are on trek. They have begun to 
move. Restlessness, instability and questioning are evident 
in many places, for the effects of the Industrial Revolution 
can be seen on the world scale: they have enabled many 
tens of millions of men and women in very different parts 
of the world to have and enjoy a little more than the bare 
minimum of subsistence, to be aware that there is a more 
and a less, to ask questions about the social justice of things 
as they are. 

The fruits of the industrial revolution have also given 
them the first beginnings of leisure, time and energy to 


learn to read and write, the ability to entertain general ideas, 
a susceptibility to political beliefs. 

The increase of material wealth just beginning to spread 
through the world has given these opportunities. It will 
continue to give them, if inventive genius can keep pace 
with the ever more numerous mouths that ask for food. The 
peoples are on the trek. But where are they going? The 
increase in material wealth which gives the opportunities 
of itself gives no direction. The new power over nature 
can be used for evil as well as for good. It can be used to 
enforce tyranny and rivet it more firmly on the people. The 
new appetite for ideas can be used for perverse ends, and 
the peoples induced to yield up the beginnings of freedom 
they have won to a new slavery, the more ruthless because 
of the greater power to control and exploit. These things 
are not imaginary possibilities. They are with us in the 
world today. 

This process of movement and fermentation will go on, 
sometimes constructively, sometimes threatening to build up 
a force against the beliefs we hold and the way of life we 
cherish. No one can put the clock back. We shall live for 
many years in a restless world and may find that the close 
contacts between the nations, that science and industry in 
alliance have made inevitable, serve to emphasize friction 
rather than to advance the unity of men. 

A crisis in this sort of world may not be a turning point 
in the fever chart but a long sustained plateau of tension. 
It is against this background that we must view the theme 
of Anglo-American relations. With the passage of the years 
the links between our countries have grown closer and 
stronger. Together we are the hope and bulwark of free 
men over the world, a force for decent living, haters of 
lawless aggression, and strong upholders of the rights of men. 

The good state of Anglo-American relations is the sheet 
anchor which prevents not only us but many others from 
drifting into turbulent seas. 1] have been in touch with 
public affairs in my country for just less than a decade, for 
six years of war and three of peace. In this period I have 
been able to watch from a rather closer point of view than 
before the course of the relations between our countries. 

In the war we became allies as we had done 25 years be- 
fore in a time of peril. But our relationship was far closer 
than the mere term, military alliance, could suggest. In the 
sphere of war itself, who does not remember—to take but 
one instancee—SHAEF: the Supreme Headquarters Allied 
Expeditionary Force: a lasting symbol in our memories of 
that unity of command through which American and Brit- 
ish troops, from Britain and from the Commonwealth, be- 
came integrated in one striking force. 

1 have had this week the honor to attend the installation 
exercises for General Eisenhower at the University of Co- 
lumbia. I should like to recall for one moment the wonderful 
part he played in securing unity, loyalty and teamwork 
throughout a high command staffed by officers of your and 
our armies. No man has done more, or done it with more 
brilliance and universal acceptance in the field of Anglo- 
American cooperation, than General Eisenhower. But be- 
vond the immediate sphere of warlike operations our com- 
bined effort was extended to the highest problems of the 
rolitical direction of affairs. 

{t reached to the economic and industrial integration of 
our resources for the conduct of war and the sustenance of 
our peoples. 

The Combined Production and Resources Board, the 
Combined Raw Materials Board, and the Combined Food 
Board, sitting in Washington, were among the organs of this 
thorough-going integration of our effort so that it became 
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more than a joint effort, the single effort of the allies in 
combination. 

The time of war has passed. But, as it seems to me, we 
have not just gone our different ways. Something of the 
habit of talking things over has remained, a consciousness 
that we both have world responsibilities and that we prefer 
to go along together in their service. There has survived, 
not by design or by forethought, but almost by accident, a 
kind of working partnership between us in the effort to deal 
with the many difficulties and dangers that beset us and the 
world. The military alliance is over with the war. There 
is no alliance now, or political agreement. There is simply 
the habit of talking over together the main points of common 
interest and concern to see whether we agree that it is in 
the interests of both to go along together. 

Because we both inherit and practise the democratic tra- 
ditions of free speech and a free press, those things are 
reported on, and the impression sometimes gains ground that 
because there is discussion or disagreement something is 
wrong with Anglo-American relations. Surely this is to get 
hold of the wrong end of the stick. It is because Anglo- 
American relations are so good that there are so many points 
of contact between us, so many questions we want to talk 
over. 

And who would wish or expect that two vigorous peoples, 
each with their own traditions and outlook, could always 
see eye to eye, or even could always agree readily after 
discussion. 

It would be unnatural and unhealty if they did. 

It is a sign of the strength and closeness of our relations 
that we find so much to discuss and can argue a case on 
its merits to find a right answer. 

Certain simple but profound ideas are shared between us 
—the worth of the individual, the rule of law, detestation 
of absolute power and love of freedom. It is on these 
fundamental truths that our partnership in world affairs 
rests. But in many ways the partners, though complemen- 
tary, are dissimilar. 

The partnership draws much of its strength and vitality 
from the fact that each brings to it a different character and 
a different temperament. 

You in America seem to me to live just after a heroic age. 
The conquest of the American continent is an epic of human 
achievement, and it has left its impress on the American 
outlook. You think naturally in terms of a great land mass 
divided by the seas from the other continents of the world. 
You have harnessed nature to subdue her on a continental 
scale. You have driven railroads and roads across the coun- 
try to develop it. 1 feel that perhaps in every American 
there lurks a little of the mechanic, the engineer or the 
executive. You have won a great battle with nature in 
which only success counts and there are no glorious failures. 

You have developed a habit of mind which takes the 
impossible as a challenge. Your people respond to the ap- 
parently insurmountable obstacle with the zeal and avidity 
of a Paul Bunyan looking at a virgin forest. You believe 
in the power of man. Through the epic runs a strong prac- 
tical idealism, a generous determination that all men in their 
pursuit of happiness should share the fruits so hardly won. 

In Britain we live in a small island off a conitnent. Our 
epics are of the sea which does not divide us from our 
neighbors but unites us to them. Our high roads do not run 
across a continent: they run along the intricate cobweb of 
the ocean trade routes. We are many people in a small 
space. We are by comparison, in the words ot Lord Halifax, 
cautious, slow, obstinate and more reserved than some. 
We nearly all have something of the sailor or the gardener 





in us. Like the sailor we do not start and stop with the 
abruptness of the motorist with his brakes and accelerator. 
We judge the distance and ease up to the problem. We 
think of institutions as living things to be altered as a plant 
is trained—slowly. We attack our problems bit by bit like a 
gardener, who dependent on the seasons, plants and prunes 
and waters; rather than with a sure confidence that a 
machine can be created which will do the job over night. 

Our continuous traditions of service to King and Country 
evoke a great expense of energy and devotion for they touch 
the silent springs of the Briton’s romantic idealism. 

By temperament and by experience we approach many 
problems and situations differently. In so doing we enrich 
the partnership and gain from the broadening of our habitual 
thinking. 

These differences arise on the ways in which we set to 
work and the methods to be employed. They are worked out 
and reconciled because of our unity in the basic things of 
human living. There is no more exciting experience than 
Anglo-American relations when they are brought to the test 
on a particular problem, the solution of which we should 
each seek at first thought by different ways. 

The differences are real: at times they bulk large: but 
when the pinch comes and ultimates are at stake, they are 
very small. 

At the present time this working partnership of our coun- 
tries in world affairs has a weakness—it is temporarily an 
unbalanced partnership, the lack of balance stems from the 
economic situation of my country. Six years of war when 
existence itself was at stake and no resources under our 
control were withheld from the war effort have placed a 
great strain on our economy. The dislocation of the whole 
world and of normal international trading relations has 
increased the strain. With our assets of foreign investment 
drained by the war we have lived and are living in a world 
of scarcity where the price of food and feeding stuffs, and 
of raw materials has risen very high. 

We are a great trading nation, and to live we must import 
vast quantities of food and raw materials and export great 
quantities of manufactured products. For the moment we 
are not paying our way: we cannot earn enough foreign 
currency to pay for all the food we must bring in so that 
our people are fit for work and all the raw materials we 
need to give them work and build up our export trade. 

These facts hinder us from playing the full role that we 
desire to play in the partnership and that you would wish 
us to take. It is evidence of the strength of the ties between 
America and Britain that both countries have gone to great 
lengths to restore the partnership to balance as soon as may 
be. In 1945 the American people loaned us a great sum of 
dollars. For their generous action my country has given 
and will give its most grateful thanks. And then last year 
the American people, seeing the condition of Europe, 
launched the European Recovery Program which passed into 
law in April of this year when the Economic Cooperation 
Administration was set up. 

Under the European Recovery Program the nations of 
Western Europe, and among them Britain, are receiving 
most generous and timely help, inspired by a_beneficient 
imagination unexampled in the history of the world. 

I may perhaps add a personal word. It happens that | 
had the good fortune to be present at some of the prepara- 
tory stages of the working out of this great program. I was 
at the Paris Conference, and a year ago I visited this coun- 
try to assist in explaining to your Administration what we 
had done in Paris. I do not think all of you quite realize 
the extent to which the European Recovery Program 
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brought hope to the nations of Western Europe in a dark 
hour when the natural calamity of blizzard and flood was 
superadded to the dislocation and devastation of war. I 
saw the process at work and know how inspiring your 
actions were. And when the Program became law it laid 
a firm foundation on which the nations of Western Europe 
could build. Already the results are perceptible. They ex- 
tend tar beyond the economic order to the mind. A new 
confidence and resolution has been born. 

The Organization for European Economic Cooperation is 
alive with this new hope and confidence. The length and 
dullness of the name obscures the exciting and unparalleled 


quality of what is happening. Nineteen countries are pooling 
their recovery problems and overleap their frontiers in find- 
ing agreement together for their solution. 


Gentlemen, I do not feel that | come from an ageing 
country with ebbing vitality which seeks to conserve her 
powers and eke out her days in quiet. The country which 
| have the high honor to represent among you is full of life 
and vigor, stripped and disciplined in a mighty effort. 

Men of my age—and this is not peculiar to them—feel 
the challenge of this restless peace as strongly as we felt that 
of the war. We have something extremely worth doing 
ahead of us, and we shall do it. Our domestic affairs are 
full of vitality, and indeed of controversy. It is a time of 
change, of construction, of new beginnings. We are not all 
agreed on how to get on with the job. And being like your- 
selves a violently democratic country, our Parliament is a 
scene of high debate where contending views clash on real 
issues that affect my country. We would not have it other- 
wise nor would you. 

The vigor of our political life proclaims health and free- 
dom. Nor does it diminish that deep unity in Britain 
which when times are bad is the secret of our strength and 
the source of our unbroken will. 

Sir Stafford Cripps has pointed out that the prospect and 
realization of aid under the European Recovery Program 
were the firm basis upon which our continued recovery had 
been built. But what we have accomplished on that basis 
is a very considerable achievement. We have reached the 
high road toe recovery and have gone some distance along it, 
though many awkward corners have yet to be turned. Sir 
Stafford Cripps referred to these efforts of the British people 
as “the reward for the self-disciplined austerity of a free 
and stable democracy.” 

While we have been making these great efforts to tackle 
our economic problems, we have at the same time, found the 
energy and imagination necessary for leadership in the poli- 
tical field. There can be seen in these two parallel fields the 
first effects of Britain’s progress in recovery. 

I had the good fortune to attend a meeting of your sister 
society in London shortly before | left Britain. I was seated 
near a most distinguished British statesman who in the 
course of dinner turned to me. He took from his pocket a 
pencil and a piece of paper and drew three circles with a 
common point of intersection. “Did I recognize the point 
of intersection?” I was asked. I confessed ignorance, so the 
point of intersection was redrawn on a larger scale. It was 
the British Isles. What was the moral of the pictures? It 
wis that the policies of Britain rested on three dimensions 
expressed in the three circles—the dimension of Europe, the 
dimension of the Commonwealth and the dimension of 
America. 

Whatever changes there might be Britain must never 
move away from any one of the circles, her place was in the 
area of intersection. There lay her destiny and her mission 
in the world. 

A study of the European circle reveals the extent of our 


activity there. In the last few weeks the British people 
have taken a calculated risk to help some of the other nations 
of Western Europe through a difficult period. Britain is 
giving them during the coming year a great contribution of 
sterling aid equivalent in dollar terms to $500,000,000. 
These countries need certain manufactured goods and raw 
materials for recovery from us and the sterling area, but 
are short of sterling to pay for them. It is a real demon- 
stration of our growing economic unity in Europe that under 
these circumstances Britain has agreed to put these credits at 
their disposal. 

By offering $500 million worth of exports not balanced 
by imports, we shall, of course, depress to that extent the 
living standard of our people or deprive ourselves of much 
needed goods for industrial re-equipment, but we are pre- 
pared to face this extra burden in the hope and firm belief 
that it will help European recovery and European unity. 

Then there is the Treaty of Brussels. Mr. Ernest Bevin, 
Foreign Secretary of Great Britain, is the architect of the 
Brussels Pact. With characteristic initiative and imagina- 
tion he prepared the ground that made it possible for the 
five nations France, Belgium, The Netherlands, Luxem- 
bourg and Great Britain, to bind themselves together for a 
minimum of 50 years, to defend each other’s independence 
if attacked. It is not an alliance based on fear and is 
directed against no one. It is a basis for activity in the 
economic, social, cultural and security fields. 

By this pledge, a group of over 100 million people have 
signified their readiness to stand together at all times for 
their common ideals. 

Within the circle of the British Commonwealth new things 
are happening. In the last year three new Dominions have 
emerged to take their place among the free self-governing 
nations of the Commonwealth. This continuous evolution 
gives added significance to the talks which are now taking 
place in London where Mr. Attlee took the initiative in 
issuing invitations to the Prime Ministers of the countries 
associated within the Commonwealth. 

The third circle contains our relationship with the United 
States. 

This relationship which we enjoy with you is what I 
have called an informal working partnership in the world 
on affairs of mutual concern and interest. It is evident in 
Paris in the meetings of the United Nations. It can be 
seen in the bizone of Germany and in the occupation zones 
of Austria and Trieste. It is manifest in the great airlift 
to Berlin in which the R.A.F. and the U. S. Air Force are 
again working side by side in bringing food and succor to 
the citizens of Berlin. 

It is with pride that I am able to report that the contri- 
bution of the R.A.F. has now exceeded 100 thousand tons 
of food, coal and other materials brought in to Berlin. The 
activities depicted within the story of the three circles show 
the determination of the British people to play their part. 

I was once told this story by Sir James Irvine, Principal 
of St. Andrew’s University in Scotland, whom many of you 
will know. Some years ago he went in the evening to 
Claridges to take Mr. Edward Harkness to dine with Sir 
James Barrie. As he waited for Mr. Harkness to come 
down, Mrs. Harkness greeted him and said how much she 
pitied him that evening. He was to dine with two of the 
least talkative men in the world. But when Mr. Harkness 
and Sir James Barrie reached Barrie’s flat at the Adelphi 
the door was flung open. Barrie seized Mr. Harkness’ arm 
and hurried him through the flat to a window overlooking 
the Thames in all the misty glory of the sunset. “Think,” 
said Barrie ‘‘of all the ships which have gone up and down 
the Thames in the centuries of the romantic story of 
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Britain.” “When I am in New York I too look out out on 


’ 


a river,” replied Mr. Harkness: “as I gaze upon the Hud- 
son I contemplate the ships upon it, the ships of the un- 
counted centuries of America’s future.” 

The dinner was not silent. It was spent in friendly and 
eager discussion of the rival satisfactions to be derived from 
the contemplation of the historic past and of the crystal glass 
of the future. 

It is a charming tale, but it does full justice to neither 
of our countries. America stands today on a pinnacle of 
highest achieverient in the world: she has made history, 
great history, even though so much more lies before her. 
Britain has had a longer time to make history, but she is 
going to make a lot more. We do not know the future; we 
cannot read the chapters to be added to our histories. I 
believe our stories will unroll together to the increase of 
peace and happiness in the world. 





reminded of the close of the last 

lc was made in the stern days of 
December of 1940. He said: “We are, I believe, doing all 
we can. Since May, no challenge we have evaded—no chal- 
lenge we have refused. If you back us, you won't be back- 
ing a quitter.” 


I cannot help being 
speech of Lord Lothian. 


How proud any Briton must be to be able to repeat these 
words eight years later and know that they have been proved 
true again and again. 

True in the face of a long stern struggle for victory— 
true during these years of self denial and economic effort 
—true at this very moment when you and we together are 
making a supreme endeavor to save the sanity of this world. 
In that effort you may rest secure that Britain will not fail 
you and in the back of the mind of every Briton there is a 
firm and steadfast belief that you will not fail us. 


Our Changing World Trade 


SOMETHING OTHER THAN HELP FROM U. S. MUST BE FOUND 


By A. W. ROBERTSON, Chairman, Westinghouse Electric Corporation, Pittsburgh, Pa. 
Delivered before National Foreign Trade Convention, New York, N. Y., November 10, 1948 


OREIGN trade is different. In ancient days, persons 

engaged in it indulged in tall tales of strange people 

with stranger customs. The business appealed to the 
imagination as much as to the pocketbook. Those of us 
engaged in foreign trade will not allow domestic buyers 
and sellers to belittle us. Like the Doctor’s prescription, 
our business is not for everyone to understand. A bill of 
sale in a foreign language is not quite the same as a bill of 
sale in plain English. Strange names like the lira, the peseta, 
franc and pound put a mysterious flavor into the simplest 
foreign transaction. 

Strictly speaking, it is in no sense a joke to say that, be- 
cause foreign trade is carried on in liras, pesetas, et cetera, 
it is very different from a transaction in dollars. You are 
all too familiar with the fact that one of the basic limita- 
tions in our foreign trade today is the exchange ratio 
between American dollars and foreign currencies. Goods 
no longer move under the law of supply and demand. Now 
every product in every transaction is surrounded by the 
fence of managed currency. This means that the trans- 
action can only enter and leave through a gate operated 
by a government official who allows only such transactions 
to pass through as please him. 

Today we are confronted by an even more serious difh- 
culty than managed currencies. I refer to the fact that 
foreign trade can only operate in a world at peace and our 
peace is in jeopardy. It is small comfort to know that one 
in foreign trade has a front row seat as the world drama 
unfolds. We see at first hand the bearded Russian villain 
about to kidnap the flaxen-haired Teutonic maiden. We 
shudder in sympathy but are as helpless as the usual spec- 
tator. 

The newspapers speak of the present world drama as a 
“cold war.’ Whatever it is, it doesn’t stop the foreign 
trade as a real war would, but it seriously affects it. Under 
the circumstances, it may be appropriate to discuss some of 
the changes taking place. 

Most of us have learned that everything in this world 
is changing. I remember well when I first discovered that 
my little world did change. As a boy, I thought that Aunt 





Polly had always lived at the foot of the road and that 
other neighbors had be 1 t. re always and always would 
be there. I still remembc: shock when I came home and 
found that Aunt Polly had gone. 

Due to the war and other causes, the peoples we trade 
with and the products we exchange have been greatly modi- 
fied in recent years and are due for wore changes. The 
blight which has fallen upon Japan and China has prac- 
tically destroyed foreign trade in the Far East. On the 
other hand, trade is increasing with South Africa which 
is a part of the earth as yet little marred by war. As its 
natural resources are developed, its foreign trade will in- 
crease. 

But our attention today is more directly focused on 
Europe. It is significant that more ocean-going vessels are 
engaged in trafic between North America and Europe than 
in any other area in the world. In fact, Europe has been 
such a dominating factor in shipping that she has provided 
ships not only for her own merchandise, but excess capacity 
has been available and used to carry American goods. The 
condition is the same today. Marshall Plan relief is being 
shipped to Europe in European vessels although the law 
provides that a minimum of 50% of the gross tonnage of 
commodities purchased in the United States shall be trans- 
ported aboard United States flag vessels. Notwithstanding 
our greatly increased fleet, American ships are not avail- 
able for relief tonnage. As a result, foreign ship owners 
are being paid American dollars to carry our relief goods 
to their countrymen and, judging by the published earnings 
of the shipping firms, waxing fat in doing so. Perhaps this 
is a perfectly natural result of our benevolence, but it would 
seem to be a little odd from where I stand. At least it is 
not an isolated example of the seeming confusion as to who 
pays whom in the present era of well-meaning aid. 

Our trade with Europe has been on a different basis than 
trade with countries that furnish strictly raw materials or 
foodstuffs in exchange for our processed or manufactured 
products. There is a stability in the latter trade that is 
lacking in the more refined or luxury trade with Europe. 
Consider, for example, the trade in coffee with Brazil. The 
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American people have a fixed coffee-drinking habit that 
changes little and Brazil has the coffee we must have to 
satisfy our thirst. As a result, the coffee trade is as de- 
pendable as the seasons. It may vary slightly with economic 
conditions and the crop, but the trade goes on year after 
year. Although Europe regularly bought our tobacco which 
is a must necessity in austere England and we, in turn, im- 
ported English woolens, French wine and perfume, Italian 
olives, et cetera, they are broadly speaking all in the luxury 
class and greatly affected by economic conditions. 

Since the war, conditions have changed so greatly in Eu- 
rope that most people are confused or, better stated, un- 
aware of the fact that Europe is no longer what it was 
before the war. This lack of appreciation of changes which 
have taken place in our next door neighbor may be reflected 
even in otherwise well-intormed trade circles and we may 
perhaps be pardoned for any lack of understanding we may 
have of European conditions. ‘The world in which we live 
is a very complicated affair and we do not know too much 
about our next door neighbor. On the other hand, Europe 
is three thousand miles away and equally intelligent people 
go over there and look around or snoop around, as the case 
may be, and return with diametrically opposite points of 
view and contradictory information. So I, for one, am con- 
tent to relax and admit that the changing conditions in 
Europe have produced much confusion and we have much 
to learn. Are they working or loafing? Are they hungry? 
ls our help wisely given? What of those stories of wasted 
UNRRA material? Are we any wiser now? My good 
triend, Paul G. Hoffman, who ought to know, returned a 
tew weeks ago dripping with optimism. Even Moscow was 
giving up. I hope he is correct, not just hopetul! 

The most vital changes in any situation are oftentimes 
concealed. As the saying goes, ““Vhere is often much that 
dees not meet the eye.” A bank, whose internal affairs 
might foretell a change that would close its doors and re- 
sult in bankruptcy, would look unchanged to the depositor 
who passed through its bronze doorway, admiring its 
massive pillars and the trim guard standing at attention. 
‘The changes would be beyond the customer’s knowledge 
or possibility of knowledge. Even if you asked the guard 
how things were, he would no doubt give an honest but 
incorrect statement that ‘all was well,”’ for the guard also 
would be deceived by appearances. So it is with all of us. 

This illustration seems to have a direct bearing on Eu- 
rope. Except for the bombed cities of Germany and that 
particular battle-scarred territory, Europe appears to be 
much as usual, The ancient cities of Italy still attract us 
with their noble ruins of bygone civilizations. Paris ap- 
pears to be the same old Paris. Shops are busy. Gasoline 
may be rationed but the streets are crowded with vehicles. 
food may be rationed but people still eat. I was in a 
crowded dining room at the Ritz last June and had no 
bread coupons as my Passport had not been processed but 
| enjoved a cup of tea and two delicious macaroons two 
inches in diameter. As the Queen said, “If they don’t have 
bread, let them eat cake.”’ In my case, it wasn't a bad 
change. 

Germany, of course, is different. Her great cities are 
down and her whole economy upset. No one can foretell 
how soon she will be on her teet again, if ever. This is 
about the only place in all Europe where one's eye con- 
firms the fact that profound changes have taken place. 

On the other hand, London has cured its bombing wounds 
and would appear superficially to be much as usual. I had 

nt my dinner coat to the boat and so was not allowed to 
line in the main dining room of the Hotel Savoy. 
only 


Not 
the doormen seemed much as usual but the diners in 


the dining room seemed also much as usual in their dinner 
clothes and the wemen even wore orchids occasionally. 
There was little evidence there of the really desperate food 
condition England faces. 

I seriously question that the British themselves see be- 
yond the bronze doorway and understand the true condition, 
They still think of themselves as the “British Empire,” 
whereas this noble phrase has shrunk to the point where it 
covers little more than the British Islands. The two names 
are synonymous at this time. Perhaps it is only a pose, but 
over the years the English have kept their heads up and 
are doing so now. They accept help from the United States 
with the same dignity as an English butler would accept 
the card of an unknown visitor in a shabby coat. Our 
English cousins have even manufactured the perfect alibi 
for accepting our bounty. They do not take help because 
they need it, Heaven forbid! They take it because the 
United States, they say, has to have a certain amount of 
world trade or suffer a depression! England cannot buy 
our goods because she has no dollars. It is perfectly logical 
to them that we should give them dollars with which to 
buy our goods—or to shortcut the process—use our own 
dollars to buy our own goods here and ship them to England, 
thus are we creating and paying for our supposedly needed 
foreign trade! This is a fantastic type of reasoning which 
has developed gradually and we may have missed its sig- 
nificance or perhaps we are as anxious to sive the face of 
our forebears as they are to have their faces saved. 

In world trade, we need to know the facts to evaluate 
them properly. This is an easy way of stating a most diff- 
cult job. Let us consider the British Empire in the light 
of this statement and our previous comments. It was the 
home of many of our ancestors. Our Anglo-Saxon laws 
vrew out of its culture. Our history stems from its history. 
We are related in countless different ways and while our 
customs differ greatly, our language is substantially the 
same, as are our standards of culture. It is small wonder 
that we find it difficult to comprehend the changes that have 
gone on in England since the Socialist Government came 
into power. The outward forms would seem to be the 
same. They still have a King and a Parliament. They 
still debate laws before they pass them and, superficially 
at least, the peonle decide what their government is to do. 
But gradually their government has moved into all walks 
of commercial life. No country in modern times has changed 
more. As a result, what is imported and what is exported 
is determined by the government and there is very little 
room for private enterprise in our field. Shocking as it 
may sound, foreign trade with England is similar to trad- 
ing with Russia in that it is controlled by the government. 
This is a far cry from the conception of foreign trade with 
the England we knew a generation ago. 

Scientists tell me that if vou put a frog in a pail partly 
filled with water and slowly add hot water, the frog will 
accept the change of temperature without motion until he 
is cooked. Since the war and the nobly conceived aid from 
America to save what was left of Europe, conditions have 
changed so gradually that most of us are unaware of them. 
We, or they, are probably boiling in our own benevolence 
right now and do not know it. 

What we have said about changes in England applies to 
a greater or less extent to all the sixteen countries of West- 
ern Europe that are attempting to cut the Marshall Plan 
pie into sixteen unequal pieces. 

Recently I visited Spain. It is as hungry as the other 
nations but, at present, there is no pie for it. I spent four 
days there visiting government officials and discussing prac- 
tical business problems with them and with private business- 
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men. As a result, | had an opportunity to compare the 
economy and the facts as I saw them in Spain with the 


other countries of Europe. I think if we could view the 
matter without prejudice, we would enjoy better trade re- 
lations with this country. In other words, I am in favor 
of cutting the pie into seventeen pieces and allocating a 
generous portion to Spain. Whatever may be said of its 
form of government, it actually differs very little from the 
governments of other countries we trade with. I think 
Spain would be found to be more favorable to private enter- 
prise as we think of it than our old friends in the British 
Isles. Spain should be welcomed at the table. 

Some of the smaller countries in the group still encour- 
age independent, individual merchants, but the more im- 
portant ones are government-dominated. Any trader who 
proposes to do business with the group will find that he 
must follow one policy with one and fifteen different poli- 
cies with the others. 

Western Europe today presents a startling likeness to 
the plight of the thirteen colonies 160 years ago, when the 
problem of creating a United States of America was being 
discussed. The colonies were also threatened by a common 
enemy. Alone each colony was weak and unable to defend 
itself successfully. United in a loose federation they had 
won their freedom but they were nevertheless highly na- 
tionalistic or provincial, depending on one’s point of view. 
Each colony had a stubborn pride that made a union of 
interests difficult. Virginia was the home of gentlemen; 
New England of ingenuity. Their respective finances were 
also in a sorry mess. Inflation had ruined their currency, 
even as today. Hence came the expression that a thing 
wasn’t worth a “Continental” dollar. Shortly we may say 
that a thing isn’t worth the postwar currency of any Euro- 
pean country. Faced with all of these difficulties and more, 
the thirteen colonies cured their troubles by becoming the 
first thirteen states of the United States of America. As 
the thirteen states increased to forty-eight, trade between 
the various states was always untrammeled and grew freely 
as the country grew. This single privilege of free-flowing 
commerce throughout the length and breadth of the United 
States may well account for much of its economic growth 
and well-being. Great Britain has tried to accomplish much 
the same thing in her Empire preference plans and other 
trade agreements. 

I noticed recently that a North Atlantic alliance includ- 
ing the United States and Canada had been asked by cer- 
tain countries in Western Europe. The idea in modified 
form is receiving attention in many quarters. At present, 
it is only being debated. It is undoubtedly revolutionary in 
the light of ancient customs and tariff barriers. But times 
change and | am inclined to think that an economic union 
of western European countries is one of the changes that 
is more imminent than perhaps we realize. Certainly the 
present situation in Europe would seem to be most desperate 
and calls for prompt action. Sixteen different governments 
are steadily usurping the power of their citizens. We 
are forced to do business with these governments and our 
own government puts in its full share of interference. There 
would appear to be a very definite roadblock along the high- 
way of international trade. Something in the nature of an 
alliance or federation of Western Europe or a real “United 
Nations” so far as trade is concerned is desperately needed. 
I look forward to seeing progress along this line. 

Whether the immediate program results in an alliance 
or federation among these nationalistic western European 
countries or not, something other than help from the United 
States must be found. They are particularly plagued with 

an epidemic of managed currencies which raise so many 








difficulties in foreign trade. Unfortunately the political 
urge always seems to be to hold the value of the currency 
of a country stable regardless of its value in the world mar- 
ket, and equally regardless of the Black Market. And there 
is much to be said in favor of such a course. Anyway, it 
has the sanction of our best planners. However, arbitrary 
stabilization of money prevents goods which might be used 
in export and import from reflecting in their price the 
effect of the law of supply and demand. With a managed 
currency, the price of goods is supported on crutches or 
raised on stilts as the case may be. It is a most effective 
deterrent to the free movement of products in the markets 
of the world. 


All countries of Europe are short of dollars. They all 
desire to purchase large quantities of American products 
which continue to be preferred to the products of other 
countries. But in too many cases, there is no way in which 
these countries can get the dollars they need to purchase 
American goods. Our imports from them fall far short of 
balancing our exports. This explains of course one of the 
alleged needs for the United States’ help in providing a 
substitute for normal imports. But the need is far beyond 
anything the United States can do to cure it. Most of the 
countries except Germany and Austria are already produc- 
ing more than they did before the war, and yet their short- 
age of dollars continues to be acute. 


Many things are done that militate against these coun- 
tries acquiring a supply of American dollars. Last summer 
we were in London a few days and wished to buy Liberty 
silk and other commodities. We found to our disappoint- 
ment that it was impossible to make the purchases without 
going through an aggravating amount of red tape. The 
rules and regulations surrounding the purchase of merchan- 
dise in London shops last June effectively prevented the 
British government from acquiring very substantial amounts 
of American dollars. No—I don’t mean from our pur- 
chases! But these same rules and regulations which pre- 
vented us from purchasing British goods also discouraged 
many other Americans from purchasing them. Apparently, 
their government planners haven’t formulated the rules gov- 
erning sales for American dollars so sorely needed. 


As long as the United States continues to furnish tax- 
payers’ money for the purchase of material for Europe’s 
use, there will be a market for American goods. But this 
is a short-lived stimulant. Some better and more lasting 
cure must be found. We in the foreign trade field are 
prosperous, but we cannot afford it. Our present business 
rests on too unsound a foundation. The cure would seem 
to lie in the correction of the political and economic ills 
which bedevil all the countries of western Europe, as pre- 
viously stated. Notwithstanding the barriers that surround 
each one of them, they have much in common. They enjoy 
the same climate and, in spite of the difference between 
nation and nation, so far as language and laws are con- 
cerned, the people of the different countries have a common 
heritage of religion and culture. ‘They are a large family 
with many petty quarrels which have never prevented them 
from uniting in time of war. Perhaps they have only to 
sense their common danger now to become a unit eco- 
nomically while they are in this intermediate zone between 
peace and war. 

Whatever the final outcome for Europe, American goods 
will always have a market there and in every other country 
as well. There will be no change in this. It is not my 
intention to eulogize American products. Their perform- 
ance is the best eulogy. I sometimes wonder if we Ameri- 
cans, who make and sel! these wonderful products. under- 
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stand why they are preferred throughout the world to all 
others. It is my belief that American products are superior 
because of the integrity of their manufacture. In other 
countries, it is often the tendency to drive a sharp bargain 
and get the better of your customer. In other words, sell 
him something a little off in quality or get a higher price 
than its worth. That is what “trading” really means too 
often, 

Such is definitely not the case in America. The manu- 
facturer builds carefully and proudly so that his products 
will perform and are exactly as represented. They are built 


correctly with honest material and with honest labor and 
sold under the same high standards. They are welcome 
everywhere. Their reputation for excellence has travelled 
to the farthest corners of the civilized world. It is a mov- 
ing sight to see American manufactured products far from 
home and the repair shop, doing their work well under 
unexpected circumstances, in the hands of appreciative but 
untrained workmen. Whatever the vicissitudes of trade 
with Europe or elsewhere, American goods will continue 
to be sold in times of peace wherever American dollars can 
be found to pay for them. 


Monetary Reconstruction 


INTERNATIONAL FINANCE 
By ALLAN SPROUL, President, Federal Reserve Bank of New York 
Delivered before the National Foreign Trade Convention, New York, N. Y., November 8, 1948 


INCE the Chairman of your New York Convention 

Committee has been a sometime critic of our policies 

of monetary reconstruction in the United States, | am 
tempted to begin my remarks with some reference to domes- 
tic monetary matters. This is not so foreign to a foreign 
trade convention as it might seem. The cornerstone of 
monetary reconstruction in the world, after two destructive 
world wars, has been and 1s the United States dollar. To 
reestablish a world monetary system there must be some 
fixed point of reference, and in the world today that fixed 
point of reference is the dollar—and through the dollar 
it is gold. If we undermine the stability of the United 
States dollar, we shall not serve the cause of international 
monetary reconstruction. 

No one would have the temerity, I assume, to say that 
the dollar is not presently a sound currency—and so long 
as we keep our fiscal house in order and so long as our inter- 
national balance of payments does not pass permanently into 
deficit, a most unlikely contingency, the dollar will remain 
a sound currency. What is asserted or charged or implied, 
however, is that by following a faulty and inconsistent pol- 
icy of combined restraint of bank credit expansion and sup- 
port of the Government security market, we are contribut- 
ing to a decline in domestic purchasing power of the dollar 

to inflation—and risking eventual damage to the interna- 
tional position of the dollar, and to the international posi- 
tion of the country at a critical time. Specifically the charge 
has been made that there has been an increase in the money 
supply since the war, that this increase has come about 
largly because of our support of the Government security 
market, and that.this has been the cause of inflation. Our 
more sophisticated critics, of course, do not make such bald 
statements, but | am dealing here with the product in the 
rough. 

We could all agree, I suppose, that when purchasing 
power, both accumulated and currently becoming available, 
is in excess of the existing supply of goods and services, 
valued at current prices, and when that purchasing power 
is pressing on the market, you will have a form of inflation. 
Even here, however, we must keep in mind a distinction 
between the total money supply and the intensity of its use. 
Because of the increases which have taken place in production 
and in prices during the war and post-war years there has 
been a tremendous increase in the gross national product of 
the United States, expressed in dollars, and the relation of 
our money supply to gross national product is not far from 


what it has been in times past. In other words we have, to 
a considerable extent, grown up to the increased money sup- 
ply which the necessities of war finance forced upon us. If 
the existing money supply were to contribute actively and 
urgently to further inflationary pressures, it would have to 
express itself largely in an increase in the velocity of money, 
and the impetus for such an increase would have to come 
from outside the supply of money itself. It might be said 
that a real labor of Sisyphus is trying to combat a rise in 
the velocity of money by forcing a contraction in the volume 
of credit. 

That is the kind of reasoning which was behind my testi- 
mony before the Senate Banking and Currency Committee 
that expansion of bank credit since the end of the war has 
not been a major element in the inflationary pressures which 
have been generated in our economy. I said: 


“Some of that expansion of credit was necessary and 
the rest played a minor part in creating existing infla- 
tionary pressures. The present inflationary movement re- 
ceived its main impetus from sharply rising food prices, 
from a first, second, and third round of wage increases, 
and from a high level of capital expenditures, all operat- 
ing against the background of wartime deferred demands 
and accumulated liquid funds of our people, and the 
heavy demand for our products from all parts of the 
world.” 


In partial support of this statement, which I know in- 
volves some elements of the chicken and egg argument, I 
gave the committee comparative figures of total demand de- 
posits adjusted and currency outside of banks which is one 
definition of the money supply. Figures as of June 30, 1948 
showed that the money supply, so defined, was $108.3 bil- 
lion, which was a reduction of approximately $5.3 billion 
since December 31, 1947, and a reduction of $133 million 
since June 30, 1947. In other words, I said, the rise in the 
general price level during the past year has occurred with- 
out any increase in the money supply.* If I had taken the 
nearest date to the end of the war (end of August 1945), 
the comparison with the figures for June 30, 1948, would 
have shown an increase of $8.3 billion or 8.3 per cent in 
nearly three years. 

It may well be argued, of course, that there should have 


* Preliminary estimates for July-September 1948 show an increase 
in the money supply-but at a lesser rate than in 1947, so that the 
year-to-year comparison would still show a decline. 
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been no expansion of the money supply during this period 
or that there should have been some contraction, growing 
out of the use of a substantial budgetary surplus for anti- 
inflation purposes. That is where some of our critics say 
we have been mostly at fault, and that the fault grows out 
of our support of the Government security market and our 
alleged addiction to low interest rates. I would have to 
agree that support of the Government security market has 
restricted our freedom of action with respect to restraining 
any expansion of bank credit or the money supply. But, 
before our support policy is changed or abandoned in the 
interests of a more restrictive credit policy, | should want 
to look further down the road which is being pointed out 
to us, and further down the road our country must travel 
in these critical days. 

What do our critics suggest? Some say that we are wrong 
to support Government securities at par or slightly above— 
that this invites selling in a supported market, whereas if 
the support price were slightly below par, say 99, it would 
deter selling since the seller, in most cases, would have to 
show a loss on his sales. Other counselors, also wise in the 
ways of timid investors, say, however, that another engi- 
neered drop in prices, which would create this loss-sale situ- 
ation, would also lead to further selling of Government 
securities to prevent possible further losses. They say the 
urge to cut losses is at least equal to or stronger than the 
urge to take a small profit. 

That leads to a second group of critics who say that the 
engineered decline in prices should be to a point at which 
the yield on long term Government bonds would be about 
234 per cent—that such a yield would provide a living for 
insurance companies and other institutional investors, that 
faced with a loss on sales and a living wage on purchases, 
they would soon become buyers instead of sellers of long 
term Governments, and thus our support problem would 
disappear. I am not going into the social-economic ques- 
tion of “providing a living for institutional investors.” 
Quite apart from such broad considerations, this suggestion 
resolves itself into a matter of judgment, or opinion, as to 
the level at which the whole market, including the institu- 
tional investor market, with whatever aid we might give, 
would regain approximate balance under present conditions. 
Would it be at a price of 95 and a yield of slightly over 
234 per cent or at 91% and a yield of 3 per cent or at 
834 and a yield of 3% per cent or where? Opinions differ 
because no one knows how all kinds and types of investors 
and investments would react to such a price and yield 
change in a market still subject to support and to adminis- 
trative determination of the level of that support. 

Then there are those who say we should abandon our 
support program altogether, permitting a “natural” mar- 
ket to determine its own prices and yields; by which they 
mean, I suppose, a market as “natural” as a market can be 
in which open market operations are being used as an in- 
strument of credit policy. That suggestion has a ring of 
fundamentalism about it, and it is, of course, a good long 
range suggestion. Eventually we all want to get away from 
a supported market and advertised commitments as to prices, 
and, in a peaceful world, it is not unlikely that we should 
find the market for riskless long term investments balancing 
itself at 214 per cent. Meanwhile, however, the chief ap- 
peal of the abandonment theory is the idea that the way to 
let go of a bear’s tail is to let go. At least you will resolve 
your problems one way or another, although the solution 
may be a pretty messy one. 

I could go on. This is one of those affairs which prop- 
erly concerns everyone, and on which many people find 
need to express their views. There are those who say we 





should jiggle prices a bit—not be so rigid in our support— 
and thus take advantage of the competitive spirit of pros- 
pective buyers and sellers of Government securities, some 
of whom may make purchases or defer sales in the hope of 
a more favorable market. This technique is said to be effec- 
tive, sometimes, in floating corporate securities which may 
be a little sticky. One wonders whether it applies to a 50 
billion dollar market as well as to a 50 million dollar mar- 
ket? Taking a much broader view, there are those who 
say we should continue to support the Government security 
market, but that our support should be directed solely to- 
ward maintaining orderly conditions in the market, not 
toward maintaining particular prices and rates of interest. 
That is where we came in, of course, but experience indi- 
cates that you need more inherent balance in the market 
than has existed during most of the past year to make such 
a policy practical. Recognition of this fact has led many 
others to suggest a variety of conversion operations, which 
would seek to restore inherent balance to the market while 
retaining the essential elements of present support policy, 
and conceivably this might be a way out of the present situ- 
ation. Finally, and on an almost philosophical plane, there 
is the suggestion that we should buy Government securities 
only when we wish to put funds into the market and sell 
them only when we wish to take funds out of the market— 
the true open market operation. If we could do that, with- 
out running serious risks in a dangerous world, there would 
be no problem. 

What is the core of our immediate problem? Whatever 
may have been our earlier sins of omission or commission, 
the core of our problem during the past year has been the 
fact that large expenditures for (a) plant and equipment, 
(b) residential, commercial, and public construction, (c) 
inventories, and (d) net foreign expenditures, have in- 
creased incomes without adding immediately to the flow 
of goods and services available for current consumption. 
Savings of business and individuals have not been large 
enough to finance this capital formation, and some part of 
it has been financed by borrowing from banks, insurance 
companies, and other lenders, those lenders obtaining some 
of the funds which they lent by selling Government securi- 
ties to the Federal Reserve System. We have been trying 
to make capital out of credit. This situation and growing 
discussion of it has led to some public doubt as to the de- 
sirability of our support of the Government security mar- 
ket, and increasing public doubt as to our willingness to 
continue that support if it means contributing to inflationary 
pressures. 

The situation calls first, perhaps, for a reassessment of 
the prospects of further inflationary pressures. ‘The devel- 
oping and emerging weak spots in our economy do not seem 
to be of the kind which would seriously endanger the un- 
derlying strength of the current position. However, most 
of the basic physical business indicators could be expected 
to level off (as they have been doing in recent months) 
rather than continue to rise, and prices (and all indicators 
including a price element) would be likely to taper off 
somewhat—were it not for the demands of preparedness 
for war and even the possibility of actual war. That pro- 
viso immediately focuses attention on the fact that we are 
not blessed with peace, no matter how far we may be from 
war, and our economy can’t and won’t function as if we 
were at peace. The thinking and planning of consumers 
and businessmen are affected in varying ‘egrees by this 
situation, and it is already a considerable f.ctor in the Fed- 
eral budget. In the immediate future months the changed 
Treasury position (from one of large surplus in the budget 
to one of small surplus or no surplus) is likely to be the 
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main element in the effectiveness or lack of effectiveness of 
a fiscalemonetary program and an element which will seri- 
ously compromise the chances of attaining a balance of de- 
mand for goods and services with the available supply. In 
other words, the cost of waging a “cold war” and the 
possibility of a “hot war” are the principal factors disturb- 
ing the present general tendency toward stability in prices 
and production. 

If that is what we have to cope with, a tougher monetary 
policy isn’t the answer. It is becoming a problem similar 
to the problems of war finance—in which it is essential 
that the Government's credit remain undisturbed; in which 
continued high taxes and increased tapping of savings will 
be required; and, should the situation get worse, in which 
the question of controls would again have to be faced, con- 
trols which this time might need to include some control 
of capital expenditures or capital issues. We must quit 
thinking and talking as if the immediate reconversion after 
war has been completed, and we can now proceed as if we 
were at peace to do the things we might do if we were 
completely at peace. 

There is nothing in this whole situation, however, which 
presently threatens the soundness of the dollar at home nor 
as a world currency, and those who talk as if there were 
are using words loosely or inaccurately. 

I probably have spent too much time on this domestic 
aspect of monetary reconstruction, for your purposes, but 
there is one other feature of the domestic situation which I 
would emphasize, because of its bearing on problems of 
international monetary reconstruction. Monetary phenom- 
ena do not exist in isolation, Our present monetary situ- 
ation is the preduct of the crazy economies of war, and 
of short and long run developments in production, trade, 
prices, profits, fiscal policy, labor mobility and wages, capi- 
tal formation and the like, all of which affect the money 
supply and are, in turn, affected by it. The time has long 
passed when we fondly believed that by manipulating one 
level marked credit, or money, we could maintain approxi- 
mate internal and external balance. We can’t do it at 
home and it won’t work internationally. Right at the start, 
therefore, we should abandon the idea that if “these for- 
eigners’” would only adopt realistic values for their cur- 
rencies, and then tie them to gold, we could go on about 
the business of getting back to normal, without further 
monetary distractions and aided, perhaps, by the workings 
of some nearly automatic monetary mechanism. It isn’t 
that simple. 

Conditioned as most of us are by the international eco- 
nomic situation which developed in the 19th century, and 
by what was written about it in our elementary text books, 
this idea is a hard one to abandon. Yet most of us, when 
we stop to think about it, now realize that the combination 
ot factors which made our international monetary system 
work fairly well for nearly a hundred years, no longer 
exists. What we have not been so quick to realize, perhaps, 
is that the problem we now face is not the re-creation of a 
past situation, but the development of new machinery which 
will work in a new situation. 

Very simply—too simply—stated, the only smoothly work- 
ing international monetary system we have known centered 
around the position which Great Britain occupied, during 
most of the 19th century and the early part of the 20th 
century, in the field of international production, trade, and 
finance. The British taking advantage of the possibilities of 
the industrial revolution, decided to reply on the rest of 
the world for much of their food and raw materials and 
to supply the rest of the world with manufactured products. 


The British market was wide open to imports; and superior 


skills and organization, and political and financial ties 
widened the market for exports. Shipping and other com- 
munication services were developed, financing methods were 
devised and strengthened, and the British became world 
merchants and London became the center of a world econ- 
omy. Trade and payments moved relatively freely through- 
out the world, and sterling was the currency chiefly used 
in its transactions. The British, as buyers, paid for their 
imports with sterling, and foreigners used sterling to buy 
British goods, or left their sterling balances in London until 
they needed some other currency into which sterling was 
freely convertible. And the growth of this system was lubri- 
cated by the use of favorable balances, achieved by the 
British on current account, to finance capital investments 
abroad. 

Other countries rose to challenge this position, of course ; 
the growth of industry in Germany and Western Europe 
as a whole, had to be fitted into the British scheme of things, 
and the United States was coming fast; but by and large 
this general scheme of things worked well, up to the time 
of the First World War, although it probably was on the 
down grade then. In any case the destructions and dislo- 
cations of that war gave the system a body blow—the favor- 
able balance on current account which had been available 
for British lending abroad was replaced by a deficit dur- 
ing the thirties, and Great Britain began to live on her 
fat—liquidating overseas investments. A Second World 
War completed the destruction. Not only had Great Brit- 
ain to realize further on her overseas investments, she also 
incurred large overseas liabilities, so that she became a 
debtor on both current and capital account, in large amounts. 
The binder which had held together a world monetary sys- 
tem no longer existed. 

After the First World War, the immediate difficulties 
of the situation were recognized, but the underlying changes 
which had taken and were taking place were only dimly 
perceived. A vigorous attempt was made to restore sterling 
to something like its former position, and to establish a 
dual monarchy of sterling and the dollar, it being fairly 
clear that sterling could no longer bear the whole burden, 
and that the strength and international position of the 
dollar could not be ignored, but must be used. This effort 
was a loosely joined one led by the central banks of England 
and the United States, and participated in, to a degree, by 
the central banks of other countries. It was supported by 
the emergence of the United States as a foreign lender, 
first in the form of Government loans for relief and re- 
habilitation, and later in the form of private investments 
abroad. Whatever success this monetary reconstruction 
might have had—and its success was not too likely because 
of its nostalgia for the good old days, because of the un- 
easy performance of the dual monarchy of dollars and ster- 
ling and because of our mistakes in the field of foreign 
lending—was lost in the depression of the nineteen thirties. 
when international economic relations degenerated and dis- 
integrated. 

It is somewhat surprising, in the light of this experience, 
that our preparations for monetary reconstruction after the 
Second World War were so largely devoted to changes in 
form rather than in substance; that there was still so much 
harking back to the good old days, rather than searching 
out the dificult road ahead. For central bank collaboration 
and cooperation in the field of monetary affairs, we substi- 
tuted a new international organization, the International 
Monetary Fund. For public and private lending by the 
United States and its citizens we attempted to substitute. 
in part, a new international organization, the International 
Bank for Reconstruction and Development. And to try to 
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put some solid supports of production and trade under this 
new financial machinery, we began the creation of an Inter- 
national Trade Organization. All of these innovations, no 
doubt, were improvements over the attempts at interna- 
tional cooperation which had gone before but, in greater 
or lesser degree, they carried forward some of the same old 
defects—and, in particular, they seemed to be laying down 
the rules for cricket when, in the future, we may be playing 
baseball. 

I am not talking about the difficulties of these immediate 
post-war years, which have rendered the International 
Monetary Fund largely impotent in terms of the claims 
originally made in its behalf, which have subordinated the 
role of the International Bank to that tremendous experi- 
ment in international assistance and collaboration, the Eco- 
nomic Cooperation Administration; and which have pro- 
longed the period of gestation of the International Trade 
Organization beyond all seemliness. | am talking rather of 
the likelihood that, for a number of years, there may be no 
entity, or combination of entities, which can take the place 
which Great Britain formerly occupied in the scheme of 
things, and that we may be faced with a new scheme of 
things, anyway. 

The heir apparent of Great Britain, of course, was the 
United States but up to now we have not been very well 
cast in the role. Even before this last war there existed a 
lack of balance between the United States and the rest of 
the world, as reflected in the tendency of our balance of 
payments on current account to show a chronic surplus— 
a surplus which was not smoothly offset by either our lend- 
ing abroad or our purchases of gold from abroad. Under- 
lying this imbalance was, among other factors, the techno- 
logical superiority of the United States, which caused a 
heavy demand for our manufactured exports, and our vast 
and varied natural resources, which made us relatively in- 
dependent of imports from the rest of the world. 

This imbalance between the United States and the rest 
of the world has been greatly intensified since 1939, in 
view of the tremendous increase in this country’s produc- 
tive capacities, on the one hand, and the destruction and 
disruption of productive capacities in Europe and Asia on 
the other. Partly in consequence and partly in addition, 
the pre-war multilateral network of world trade has been 
badly mangled. Before the war Europe had a substantial 
deficit with the United States, but was able to finance this 
deficit, in part, by reason of its surplus in trade with non- 
European countries notably the Far East—which in turn 
had a surplus with the United States. Since the war Europe 
has greatly increased its deficit account with the United 
States and also has developed a deficit with the rest of the 
world. And to make matters worse the rest of the world 
has also developed a deficit with the United States. This 
intensified lack of balance, so far as it is a creature of war, 
can be repaired over time by the restoration of the pro- 
ductive capacity of Europe and Asia. So far as it may 
represent underlying structural changes in world trade, the 
task will be more difficult. It is not likely that it will be 
solved by 1952, the terminal date of the European Recovery 
Program. 

In fact, it would appear on the basis of present estimates 
that, for some years beyond 1952, the world as a whole will 
continue to have a substantial deficit on current account 
with the United States, despite continuing economies in 
the use of dollars, and taking advantage of the assumption 
that high levels of income and employment will be main- 
tained here. Eventually, however, this situation can be 
righted. If the international political situation is still grave, 
some further extension of Government grants and loans 





may be politically possible, and deemed desirable. If not, 
the International Bank and, perhaps, the Export-Import 
Bank can help to bridge the gap. And finally some revival 
of private foreign investment may be hoped for, if not ex- 
pected. To fill in behind these essentially temporary ex- 
pedients, there is the prospect that with continued growth 
in this country our demand for imported goods, particularly 
primary commodities, will increase at a steady rate, and 
the possibility that in anticipation of the depletion of some 
of our natural resources, we may increase the proportion 
as well as the amount of our imports. In this way the sup- 
ply of dollars becoming available to foreign countries would 
steadily increase and, if their own productive capacity were 
rising, their need for dollars would be reduced. It may be 
that during the decade of the fifties some such international 
equilibrium will have been achieved. 

It won’t happen, however, if we fail to recognize that 
we are not headed back to where we were; that underlying 
long run changes in the whole fabric of world trade and 
finance have been and are taking place; that we are prob- 
ably going to be playing baseball not cricket. I shall men- 
tion but two important factors in this situation, The first 
is the question of internal versus external stability in our 
economic affairs. Under the old rules, and as a generality, 
internal stability was supposed to give way before external 
stability—the exchange rate was more important than, savy, 
unemployment. That idea has been seriously challenged 
and is not likely to arise again, at least in its old vigor. 
Yet we must have some world order in economies as well 
as in politics. We can’t move toward an increasing meas- 
ure of world sovereignty in politics while reviving and 
strengthening the ideas and practices of national sovereignty 
in economics. That is the task to which the International 
Monetary Fund can devote itself—developing and main- 
taining a willingness among its members, by consultation 
and guidance, to abide by the necessary disciplines of an 
international monetary standard, while avoiding the rigidi- 
ties and the disregard of internal stability, which periodically 
helped to break down our old arrangements. 

This difficult task will have as its counterpart a reorien- 
tation or at least a re-examination of that thinking and 
action which underlies so much of our ideas of multilateral 
non-discriminatory trade. To quote my associate, Dr, John 
Williams, . - 

“The classical theory of international trade, of which 
the gold standard theory was the monetary counterpart, 
never took adequately into account the problem of eco- 
nomic growth. It was a theory of trade between coun- 
tries of known resources, already existent and in use, and 
it asked only how through international trade such re- 
sources might be most effectively applied to mutual ad- 
vantage. It was, in other words, a theory of maximizing 
national incomes here and now, and never took account 
of the fact that only by interfering with its processes 
could young countries maximize their future incomes,— 
and by developing more buying power increase the future 
incomes of their customers as well. The classical theory 
was a rationalization of British practice and policy, uni- 
versalized into economic law at a time when it suited the 

British national interest.” 


The young countries, including ourselves, never fully ac- 
cepted this idea, we couldn’t if we were to grow and de- 
‘velop; but it tended to control or condition our economic 
thinking. The young or the less developed countries are 
now showing less and less inc'ination to remain hewers of 
wood and drawers of water, colonial purveyors of raw ma- 
terials for the more developed countries, and we shal! do 
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well to bear this in mind as we try to develop further our 
ideas of international trade. Multilateral trade concepts 
which rest too largely on a species of specialization which 
freezes existing differences in skills and facilities, as between 
countries, won't go down. We must avoid the old British 
habit of declaring that what suits our book is universal and 
eternal truth. And we must avoid the old American habit 
of proclaiming ideals and principles, which do not conform 
with our actual trading habits. 

It is in the light of such reflections as these, it seems to 
me, that we must approach the problem of further monetary 
reconstruction. The first consideration is to maintain the 
position of the dollar as a fixed point of reference for all 
currencies. “The second consideration is to direct our inter- 
national commercial policies toward the elimination or 
amelioration of the factors which now make the dollar a 
“scarce currency,” so that, eventually, it can perform, to 
the fullest extent, the role of an international or key cur- 
The third consideration is the restoration of the 
British pound sterling to a similar position, so that we may 
multiply the benefits which already accrue from the trans- 
ferability of sterling over a wide and increasing area; there 
is still work for sterling to do, there is still need for the 


rency. 


experience of the London market. The fourth consideration 
is that other countries, which are relieved of some of the 
special requirements which go with the maintenance of a 
true international currency, do not use this as an excuse 
for evading necessary internal and externa! disciplines, if 
the whole system is to work. 


If we keep these considerations in mind, we can make 
further progress toward monetary reconstruction. Over a 
period of years, if the present untenable situation which is 
neither war nor peace can be ended, we can again achieve 
monetary stability, without too much of the paraphernalia 
of exchange controls, import quotas, tariffs, export alloca- 
tions, bi-lateral agreements, and their various permutations 
and combinations. But we should now know that it is a 
long difficult road, and that it leads into new country. In 
traversing this road, let’s not waste our breath shouting 
slogans. We can’t get to where we want to go by repeating 
“balance your budget” or “revalue your currency” or “mul- 
tilateral trade and no discrimination,” desirable as all of 
these things may be. Ours is the harder task of trying to 
find out why the old order has changed, and what revamp- 
ing of old ideas and what abandonment of old prejudices 
are necessary in a new world. 


What's Ahead in Washington After 
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RECEIVED in my mail yesterday, from W. M. Kip- 

linger, a little brochure entitled: “What Will Dewey 

Do?” That's a good question. So is the title assigned 
to me several months ago, for my remarks this noon: 
“What's Ahead In Washington After November 2,” 

[ assumed from the outset, in undertaking this task, that 
if you had wanted inside-Washington view of political 
and national events immediately ahead, you would have in- 
vited a correspondent or commentator from inside Wash- 
ington to speak to you, and that in asking an editor from 
the Upper Midwest, some thousand miles from the capital, 
to speak, you wanted a somewhat broader and longer view. 

l’rom your standpoint, that is now perhaps just as well. 
A trained Washington observer who devotes his whole time 
and energy to reporting on Washington would surely have 
told you several things that are evident from Tuesday’s 
election to any thoughtful onlooker. Labor deserves first 
mention because it organized its members and friends much 
more effectively, albeit much more quietly, than in 1944 
and 1946. It learned from its mistakes. It got out a big 
vote. It made itself for the first time in American history 
the most effective single force in national politics. It has 
the first lien on favors from the new Truman administration. 

The farmers voted for Mr. Truman and Democratic 
candidates for the House and Senate because they feared 
that a change in administration would mean a modification 
of the program of farm support prices to their disadvantage, 
and a reduction of spending r in Europe which would allow 
farm surpluses to pile up in the United States, forcing prices 
downward. They have second claim on Mr. Truman. That 


means continuance of heavy appropriations for support prices 
and for shipment of grain abroad. It means continued high 
food prices at home. It means more inflation. 

It is true that in the new Congress, Democratic though 
it is, conservative southern senators will hold the balance 
of power; and the administration will have a hard time 
obtaining modification of the Taft-Hartley Law, passage 
of civil rights. legislation, and perhaps even new tax legis- 
lation increasing taxes on incomes in the middle and upper 
brackets. But I can find no foundation for the assumption 
that Mr. Truman will trade or compromise and settle for 
part of his program. He is politically in a position where 
his mandate from the people is clear, and he can bring 
powerful pressures to bear to get the legislation he wants. 
I look for it. 

For the first time since Andrew Jackson, we have an 
administration which is—let us be blunt about it—a people’s 
government. Even such popular heroes in the White House 
as Theodore and Franklin D. Roosevelt and Woodrow Wil- 
son were themselves of the elite. They were intellectual 
aristocrats. Each had an integrated personal philosophy and 
stood strongly at times against pressures which would have 
swept us too fast and too far. Each was an architect. I 
see no evidence that Truman is more than an instrument. 
I believe he will seek to do, with all the powerful weapons 
now at his control, what the groups to whom he owes his 
power want done, and that he has no such deeply rooted 
personal philosophy as other great reformers have had to 
which he can anchor. 


So, I believe Tuesday’s result is the most important do- 
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mestic event of our lifetime—more important than the at- 
tack on Pearl Harbor, which simply accelerated a trend 
already in motion; more important than the birth of the 
first New Deal. Truman’s election means that for the first 
time in our history, the consolidation of the great reforms 
and changes wrought through a period of depression or 
war—and in this case both—is to be handled not by con- 
servatives or moderates but by those elements which are 
eager to press on and on even more rapidly. 

There is, you know, a point on every transoceanic flight 
beyond which the pilot can’t turn back if something goes 
wrong, but must set his stick and press on toward the far 
shore. Airmen call it the point of no return. I believe that 
on Tuesday the United States passed the point of no return 
on our voyage toward the twenty-first century. Our con- 
cern now as intelligent citizens cannot be how to undo any- 
thing that has been done, but only how to find for our 
people the best conditions of life in the new region for 
which we are bound. 

By a new region, I mean specifically this: as nearly as it 
is now possible to define it, the classic liberals in American 
politics have always believed with George Washington that 
“government is not reason, it is not eloquence, it is force; 
like fire, it is a dangerous servant and a fearful master.” 
We have believed with Jefferson that the best government 
is the least government. 

The people of the United States have now said in effect 
that government is a welcome master—that no longer shall 
we be content merely to put floors under our standards of 
education, of subsistence, of housing, etc., below which no 
inhabitant shall be permitted in the national interest to fall, 
but that government shall become an instrument by which 
we are going to try to improve the standards of all the 
people—not just the underprivileged, but the great mass of 
them—in education, wages, housing, health, and a host of 
other fields. 

I can only lift the curtain on what I believe is ahead. 
I cannot describe in detail what the changing scene may be. 

But our view of what is ahead would be too greatly nar- 
rowed if we looked today at only what seems to be ahead 
in Washington in the next few years. 

We can see our times in the right perspective only if we 
look at the world we live in and understand our relation 
to it; and to do that, we can look backward profitably for 
a minute at some ancient history which has a parallel today. 

The Roman Empire was the first great nation in history, 
in the modern sense. Tyre and Babylon were great cities, 
and Greece was a notable confederation of city-states, in 
loose form, racked by frequent civil war. But Rome came 
to dominate the known world of its day. It made the rules 
and supplied the force and the threat of force which intro- 
duced stability and progress and higher living standards 
into the area around the Mediterranean and all of Europe 
as far northwest as the British Isles. 

The time came, about 400 A.D., when the Roman Em- 
pire collapsed and disintegrated. It, and the world that lived 
under its rule, did not recognize or admit for several cen- 
turies that it was going or had gone to pieces. Repeated 
attempts were made to reestablish its authority and its order. 
But as we look back with our perspective upon history, we 
see clearly that from 400 A.D., the source of world order, 
Rome, became impotent; and because no nation or group 
of nations was able or willing to establish a system of order 
in the known world, the so-called civilized world descended 
into what we call in history the Dark Ages. The time of 
man stood still for a thousand years until, at last, there 
sprung in northern Italy the blossom of the Renaissance ; 
and out of it quickly grew the age of discovery and ex- 





ploration which opened the new world. This spurred the 
religious reformation in Germany and the industrial revo- 
lution in Britain. New horizons were opened to man; the 
spirit of human freedom soared again; and we were launched 
upon the wave of progress which has carried us on down 
clear to the twentieth century in increasing knowledge and 
well-being and peace. 

In 1523, barely a century after the Dark Ages ended, 
Drake and his British fleet defeated the Spanish Armada in 
the English Channel and Britain began to become a world 
power—the first authentic world power mankind had known 
since Rome. 

Britain built her system of world order on three foun- 
dation stones: first, her industrial supremacy; second, her 
control of the seas; and third, her diplomatic balance of 
power. 

Because she was the first great industrial nation, she was 
able to take in the world’s raw materials and exchange her 
manufactured goods for them. With her great profits, she 
was able to become the world’s financier, the world’s in- 
surer; to control and finance the limited spread of indus- 
trialism to Europe and the United States and South Amer- 
ica; to support on her own barren islands, at a standard of 
living which was for generations the world’s highest, a 
population of almost fifty million people in an area about 
equal to that of the state of Wisconsin. 

To protect her commerce from pirates and the navies of 
unfriendly nations, she had to build a strong fleet, and to 
acquire naval bases—first, close by at Gibraltar and Suez; 
then, clear on the other side of the world in Singapore and 
Hong Kong. Thus she came*to have a world police force, 
and to be able by force or threat of it, to keep peace and 
order in all the world. 

To prevent any combination of enemies that could over- 
throw her, she saw to it that her diplomatic weight was 
placed on the side of weak groups of nations to keep them 
in balance with the strong groups—specifically in Europe, 
where all the power then was—so that no group of nations 
could grow strong enough to chal'enge her authority or 
upset the peace of the world. 

Into that kind of world, the United States as a nation was 
born. Loo many Americans think we declared our inde- 
pendence of Britain in 1776 and had nothing to do with 
her except by our own choice forever after. Actually, we 
got some of the rules of that British-operated world amended, 
as they applied to us; but we continued to live, and to grow 
up as a nation, within the framework of that British-run 
world. 

All of our population up to 1850 came from the British 
Isles; British capital financed our nineteenth century in- 
dustrialization; and though it will be disputed by some, 
Britain even made possible our successful foreign policy, 
based on the Monroe Doctrine. I will not argue here the 
extent to which Britain inspired our proclamation of the 
Monroe Doctrine that we would regard as an unfriendly 
act any effort by a European nation to obtain a foothold in 
the new world; let it suffice to say that we did not have, in 
the nineteenth century, the army or navy to have prevented 
European nations from moving into South America and 
dividing it among them as they moved into and divided 
Africa. We were able to maintain the Monroe Doctrine, 
and it was all the foreign policy we needed until after the 
Spanish American War, because it was backed up by the 
might of the British navy and the prestige of the British 
Empire. Britain wasn’t doing this out of the goodness of its 
heart or its well-wishes for us; it did it because it recog- 
nized that if European nations moved into South America, 
Britain, in order to maintain its balance of power, would 
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have to maintain it in the new world as well as in the old, 
and that would mean greater cost and risk with nothing 
to be gained in profit. So Britain was glad to have us front 
for such a policy and to stand strongly behind us. 

Once at the turn of the nineteenth century, Britain was 
challenged. Napoleon’s France tried to end the British sys- 
tem in the world and to put a French system of world order 
in its place. Napoleon narrowly tailed at Waterloo in 1815; 
and from then on ‘or ninety-nine years, the world enjoyed 
under British dominance the greatest era of peace and sta- 
bility and order and rising living standards it had ever 
known. 

But at the turn of the twentieth century, the cornerstones 
of the British system crumbled as rapidly as had those of 
Rome. We can see it more clearly now than we could in 
|920—we will see it much more clearly in 2000 A.D. than 
we do today. But here is what has happened in our lifetime. 

Britain has lost its industrial supremacy, its monopoly on 
industrial power. The United States, across the Atlantic, 
is the greatest industrial nation in the world; Russia, 
stretched across Asia, is second; and if Britain is still third, 
Canada, in North: America, is fourth; and India, in Asia, 
is fifth. Industrialization has spread and is spreading— 
never again will one nation so monopolize it as Britain did 
from the beginning of the industrial revolution down to 
modern times. 

~econdly, even if Britain still were the world’s foremost 
naval power—which it isn’t; the United States is—a navy 
has ceased utterly, in the day of the airplane, the guided 
missile, and the atomic bomb, to be an effective world 
police force. If Britain were and could remain the sole 
possessor of the atomic bomb, it might be a substitute for 
naval power in keeping peace; but that is not the case. 

With the spread of industrialization and the disappear- 
ance of an absolute means of policing the world, power it- 
self has been dispersed and scattered, at the same time that 
the power has gone out of Europe. It is absurd today to 
think of a balance of power in Europe as a decisive diplo- 
matic weapon. The United States in the new world is the 
top world power today; and Russia, which lies chiefly out- 
side of Europe, is second. It is a great question whether all 
the rest of the nations in the world could maintain an effec- 
tive balance of power between them. 

So Britain is suddenly through as a source of world order; 
and we have not realized either the extent to which we for 
centuries have owed our peace and security to her, nor the 
suddenness and completeness with which she has ceased to 
be able to provide and guarantee them. 

The result is that the basis of world order has been swept 
away in our time and we have not been able to find a new 
basis of world order. To find one is the greatest problem 
of our time; and it will take decades, generations, perhaps 
centuries, to develop one. 

1 could argue with you convincingly, I think, if I had the 
time, that no one nation—not the United States, not Russia, 
nor any other—can ever again dominate the world as Britain 
dominated it or as Rome did. | think I could argue to you 
thet neither the United States nor Russia could, econom- 
ically, support a successful world imperialism. Each is too 
self-sufficient, too unable by the very nature of its basic 
political philosophy and its economic make-up to exploit 
backward areas for its own enrichment and the financing of 
the system it would impose on the world. 

The only answer, as most of us have recognized, even 
without reasoning it out fully, is an international system of 
world order, a United Nations or something similar, with 
powers limited at a very minimum for preserving world 
order through a collective police force and making world 


law through some kind of a world court whose decisions 
are backed up by the threat of effective force. 

Our problem today is to evolve such machinery for world 
order on a basis satisfactory to the nations which must sup- 
port it wholeheartedly if it is to be effective, and that means 
satisfactory to the United States and Russia. Obviously, 
at present, any system satisfactory to us is not satisfactory 
to Russia or vice versa. 

It is no reason for discouragement that we cannot reach 
mutual agreement overnight or in a decade or in a genera- 
tion. We must just keep trying, exploring, waiting for 
events to bring Russia in our direction or, God forbid, to 
carry us in Russia’s. I say God forbid because we are sure 
that fundamentally we are right and Russia is wrong in 
the concept of what freedom and the good life are. If we 
are right, and keep proving it, in twenty-five or fifty years, 
we are sure to begin to see Russia moving, however gradu- 
ally, in our direction. If we are wrong, or if we are right 
but can’t prove it through strong national character and 
wise leadership, then in a generation or so we shall see the 
American people coming to believe that Henry Wallace was 
right and electing some political heir of his to the presidency. 
But in any event, it is a long process, this moving from one 
age-long basis of world order to some new one. That is 
what Secretary Forrestal means, for example, when he says, 
“This tension probably will continue for the rest of our 
lives and those of our children.” 

What I am saying, as many of you will have seen, is that 
we live in a new Dark Age, that all mankind in the world 
today lives in a Dark Age as surely as the people of the 
sixth to the fifteenth centuries lived in a Dark Age. We 
have every reason to hope that our Dark Age won't last a 
thousand years, but we can see what the first three or four 
decades of it have been like—two world wars and the pros- 
pect of a third and worse one, a disastrous worldwide de- 
pression, all since 1914. 

Men and women sense this without having worked it out 
neatly and historically. Because even we in America can’t 
escape the chaos and anarchy of the new Dark Age of our 
world, we are devoting the overwhelming part of our na- 
tional budget to war and the cost of war, and paying taxes 
of a size which lower the living standards of us all and 
threaten our institutions. We shall never escape such taxes 
or restore the real values of our living standards, and raise 
them, until we have found a new basis for world order. 

While this chaos lasts, we shall have, even in peacetime, 
drafts upon our manpower and various compulsory services 
of our time as well as of our earnings. 

Because they sense that the world foundation stones of 
our security have been swept away in this period of transition 
from a dead system to something new, our people are reach- 
ing for littler, more tangible forms of security closer to 
home. This is why we have the popular clamor for social 
security, for government intervention to guarantee higher 
wages, for price controls and subsidies, for federal housing 
and all the rest. This is why our people and people every- 
where are showing such a willingness, which distresses so 
many of us, to abandon freedom for security—for freedom, 
in our insecure world, has become a qualified and limited 
thing, and people seek a more satisfying substitute for it. 
Freedom in an orderly world is worth something. Freedom 
in a world of chaos has come to seem, to many people, to 
be no freedom at all—they would rather trade it for the 
tangible things that freedom used to but does no longer 
bring. 

Even such social phenomena as the rising rate of divorce and 
juvenile deliquency cannot be viewed or dealt with alone. 
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They are fruits of the times we live in. They do not mean 
that mankind is getting worse, or that society is disintegrat- 
ing, except in the degree that they reflect inevitable con- 
sequences of the wars and depressions of our time. 

The cure—the only long term cure—is a sound basis of 
world order. An administration which deals in such pallia- 
tives for public alarm as social security legislation, housing, 
health, and minimum-wage laws may be doing what has to 
be done to treat the surface sores, but it is not healing the 
disease unless it makes its first business the working out of 
an international system which will restore genuine security 
to mankind—freedom from war and fear of war, lower 
taxes, a releasing of the flow of goods and ideas which will 
lead again to the kind of freedom which liberates men’s 
energies and imaginations, and enables them to see beyond 
next month’s government check for social security or a load 
of corn. 

One of the great short stories of our time is by the late 
Stephen Vincent Benet. It is ““The Devil and Daniel Web- 


ster,” which appeared first in the “Saturday Evening Post”’ 
ten years ago or less. It tells how Jabez Stone, a New 
England farmer, sold his soul to the devil, and found, ot 
course, that it was a bad bargain; sued the devil for its re- 
turn; and persuaded Daniel Webster to act as his attorney. 

Benet is writing about Webster's plea to the jury. “He 
began,” says Benet of Webster, “with the simple things that 
everybody's known and felt—the freshness of a fine morning 
when you're young, and the taste of food when you're 
hungry, and the new day that’s every day when you're a 
child. He took them up and he turned them in his hands. 
They were good things for any man. But without freedom, 
they sickened. When he talked of those enslaved and the 
sorrows of slavery, his voice got like a big bell. It wasn’t 
a spread-eagle speech, but he made you see it. He admitted 
all the wrong that had ever been done. But he showed how, 
out of the wrong and the right, out of the suffering and 
the starvations, something new had come. Everybody had 
played a part in it—even the traitors.” 


Religion and Our Every Day Life 
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N this fortieth anniversary year of our Federal Council! 

of Churches, | bring you the Council’s official greeting 

and congratulations upon your celebration of the wis- 
dom of Isaac M. Wise and his associates seventy-five years 
ago. Such a greeting is appropriate because we share a com- 
mon belief that enduring reality is spiritual, that religion 
essential to the health of a sick world, and that our Jewish 
Christian tradition has in it the only possible seeds of sound 
growth and achievement. We share the knowledge that 
such progress comes only in alternating impulses in which 
the dynamo is the freedom of man’s conscience, not running 
wild, but regulated by the humble search for the revelation 
of our one God. 

We reject utterly as a remedy for our ills the extreme 
of Communism, because with all its concern for the under- 
dog and its appeal to youth that often evokes a disciplined, 
purposeful and sacrificial response, it claims the right both 
to require unthinking conformity, and to punish dissent 
with intimidation and torture, thus reflecting a total want 
of respect for human personality created by God. How 
then can Communists speak of true freedom or equality ? 

Other alternatives are offered to our religious faith in this 
secular world. The most eager and appealing advocates are 
the socialists who are convinced that the community should 
assure the ownership and operation of all the property which 
is the basis of producing what everyone needs for life and 
health. Our World Council Assembly at Amsterdam said 
to them that the institution of property is not the root of 
the corruption of human nature. That Assembly which I 
suppose contained many supporters of partly socialized states, 
referred also to the disillusionment and apathy that came 
from finding that changes of particular systems did not 
bring unqualified good but fresh evils. 

Yet this intelligent and thoughtful group, certainly skepti- 
cal of the rosy glasses of socialists in America, was convinced 
that coherent and purposeful ordering of society has be- 





come a major necessity and that here governments have re- 
sponsibilities they must not shirk. 


The other real alternative which the world faces, a modi- 
fied capitalist enterprise system, receives equally passionate 
advocacy. The American way of life, interpreted consci- 
ously or unconsciously in a materialist and economic sense, 
is advanced as the way of economic and political health for 
the world. Personally, I believe that it is the better way. 
I have no question that our economic system with all its 
deficiencies is the most effective yet developed by men for 
the satisfaction of their true needs, including the spiritual. 
But it calls for intelligent and critical analysis both in the 
interest of its improvement, and measured against our re- 
ligious ideal. We gave it that at Amsterdam, and received 
little credit for the effort. There are conflicts between capi- 
talism even in our American form, and both Christianity 
and Judaism. It does produce serious inequalities. Its social 
reward for success in making money is a practical form of 
materialism. It is intolerable that millions of people should 
be exposed to insecurity, frustration, and even hunger by 
periodic depression—or inflation. 

Yet it was clear to the representatives of our Churches 
at Amsterdam that for economic health some major char- 
acteristics of capitalist economy are essential: stability in 
the value of money, creation of capital, and incentives in 
production. Most important, even this group from socialist 
countries joined in urging that centres of initiative be so 
encouraged as to avoid placing too great a burden upon 
centralized judgment and decision, and they meant in gov- 
ernment as well as in business. 

So you see that the great non-Roman Churches of the 
world occupy a middle ground in these controversial ques- 
tions; either moderately capitalist or moderately socialist, 
and healthily skeptical about both. 


But, you will say, they condemned the ideology of laissez- 
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faire equally with that of Communism. I agree with that 
condemnation. Adam Smith rightly attacked and ultimately 
destroyed the closed trading systems of imperialist nations 
and their colonies in the 18th century, and laid the basis 
for the great advance of the industrial age around the world 
in England's manufacture and world trade, freed of govern- 
ment barriers. ‘That was all good, but it was no basis for 
claiming as did later theorists that the enlightened self- 
interest of men trading in a free market under the law of 
supply and demand will automatically produce justice and 
harmony. It doesn’t. Some substantial degree of govern- 

intervention is necessary. Our only argument today 
much. Laissez-faire does not work and never did 


ment 
how 
work. 


Sut much more serious than that, English economist 
Ricardo, a broker who never had to deal with people and 
married a rich wife, took Adam Smith and squeezed all 
of that great man’s humanity out of the Economic Man. 
Ife did it so successfully that today most people, including 
preachers in complete violation of their basic beliefs about 
man, insist that man’s principal motive is logical self-interest 
or self-preservation. Karl Marx said the same thing in a 
different way, that the essential reality in society was the 
vay men earned their livings, and that all religion and 
dealism were simply tools of a fraudulent management of 
the masses by the ruling class. That is a denial of religion. 

\s soon as you deny the laissez-faire theory of automatic 
economic harmony and justice, and leave only self-interest 
; the main-spring of society, you have created in your mind 

concept of a selfish horde or rabble of bitterly competing 
individuals. “Then you think of them as a dangerous mob, 
a great beast, and you propose to pass a law both for your 
own protection and for their own good. 


his is much more dangerous for us than Communism, 
for in America we shall not yield to the philosophy of Com- 
munism to any important degree. But this philosophy of 
the economic man even when held by benevolent liberals 
who equally want to pass a law to fix things, is entirely 
destructive both of our democratic foundations and of our 
essential religious beliefs. How can people be both a de- 
structive rabble and a democratic electorate? How can 
people be at one and the same time a great beast and the 
children of God? We Christians and Jews must believe 
in people and their capacity. 

1 am no blind optimist. There are times of emergency 
when men and women have to stop and think, and when 
the instinct of self-preservation is dominant. But they are 
Children of God, and the profit motive is not what makes 
them tick. 

in ordinary circumstances, we are no rabble, no sand 
heap of undifferentiated individuals, no utterly stupid and 
automatic vehicles of selfishness. ‘For all our sins we are 
social beings, as Aristotle taught many centuries ago. The 
practical demonstrations are many in spite of the resistance 
of secularists and religionists, too, to the truth. The Mayo 
research in industrial relations at Harvard has shown be- 
yond question that not self-interest, but the satisfaction of 
the instinct human association is the greatest incentive to 
production, while a recent personnel study of the National 
Industrial Conference Board found that 75% of manage- 
ment thought pay was the most important incentive, they 
found that only 80> of workers thought so. A leader in 
the profit sharing movement after much experience, changed 
his opinion completely and now is convinced that the im- 
portant word in the phrase profit-sharing, is not profit, but 
sharing. 

How 


big then are the groups within which ordinary 


social feeling affects incentive. Well, they are not very 
big, probably not over twenty persons. Chester Barnard’s 
penetrating analysis of executive organization shows that 
every kind of organization from a corner grocery to Gen- 
eral Motors or the United States Government is made up 
of such little groups, and that the most effective organiza- 
tion is the one in which the ties between the groups is best 
worked out. An important industrial concern, one of our 
biggest, is convinced that an effective executive group at all 
levels of supervision is not over five or six. The purpose of 
each group must be clear to its members as well as the rela- 
tion of that immediate purpose to the purpose of the whole 
organism, 

That is a somewhat technical description of the kind of 
cooperative team in which many of us acquire social skills 
by experience and instinct and which we do ourselves not 
sufficiently understand. It is the want of these social skills 
in the employer which can convert a readiness of the worker 
to participate, into suspicion, fear and even hatred. That 
could destroy us faster than any subversive threat of any 
outside nation or internal saboteurs. Too many of top 
management resist sound personnel practices and super- 
visory training processes based upon this kind of well ‘con- 
sidered know-how in human relations. 

You may wonder why in an address by the head of one 
great religious federation to the annual meeting of another, 
| should talk economics and business. The reason should 
be clear. What is more the business of religion than the 
relations of man to man, and the incentives and motivation 
which guide the human will? Who should better under- 
stand social skills and the analysis of situations involving 
human relations than the churches? 

Unfortunately, the churches have not been much good 
at it. Pastors have done a magnificent job in sickness and 
suffering and sorrow, but they have not learned how to 
help laymen apply religious principles in every day life. 
They have few contributions for those responsible for es- 
sential decisions in business and politics. They can only 
give completely ineffectual pronouncements as remedy for 
the frustrating problems of the little man overwhelmed by 
the momentum of his employing organization and quite un- 
able to exercise any moral choice. The deep roots of re- 
ligious and racial prejudice lie too deep to be reached by 
pronouncements, and the busy pastor seldom contributes to 
the hard thinking or psychological excavation that is needed. 

But we laymen don’t know enough or do enough either. 
We can blame preachers because they sound off in ignorant 
good will, but we in business sound off or at least act with 
equal ignorance and less good will or sound principle. It 
is high time we insist upon our lay 99% of the churches 
learning what we should know about the religion we glibly 
assert must save the world, and about how that salvation 
is to be accomplished. We may be quite right that the min- 
isters of religion who pronounce about business don’t dis- 
play much efficiency in organization of their time and con- 
gregations, but we are not so blamed efficient ourselves. 


There is a more direct relation between religion and the 
solution of these problems than I have yet referred to. The 
Protestant Churches derive from the Reformation their 
great doctrine of the Priesthood of All Believers. But the 
idea is not as young as that. God spoke to Jacob and to 
Moses, and to the boy Samuel. He called Isaiah and Eze- 
kial. So when the Reformers say that men can approach 
God in faith, who yearns toward them, and commune with 
Him without intervention of priest or saint or church, they 
are building on your ancient foundation. 


From that doctrine, especially in the free churches of 
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England in the 17th century, come the conviction that men 
who had communed with God had the right and the duty 
to speak God'‘s will for their little group. But they dis- 
agreed then about what God’s will was, and it was Crom- 
well surprisingly enough, who solved the dilemma by the 
suggestion that all the others should judge what was God’s 
will by a majority vote. 

The essential, as Cromwell expressed it in that famous 
debate of 301 years ago, was that there should first be a 
full and free discussion in which each person listened as 
well as talked, listened with humility and love in the wide 
sense, for God speaking in someone else. That is then the 
true democratic process, in our own political campaigns on 
the mammoth stage, in the conference process in the social 
or work or family group of three or ten or twenty. With- 
out that our society fails. And without it, the Communist 
society cannot succeed, for all their supposed concern for 
the oppressed, their supposed want of race prejudice, and 
their unquestioned zeal for a new world. 


So the cement of our religion thus applied to the social 
group as part of the big or little organization of our organ- 
ized society makes this world livable and beautiful and 
wonderful. It comes closest to solving the problem of little 
men in big societies. 


I have thus led into politics, too, where currently ac- 
cepted concepts are equally affected by the unsound prin- 
ciples of laissez-faire and Ricardo’s economic man. The 
election two weeks ago is explained as the result of blatant 
appeals to racial and group selfishness. There were appeals 
like that, and to a degree, there was a motivation in voters 
that replied to the appeals. But that did not win the elec- 
tion. Social organization and its reflection in the ballot box 
is no such simple and no such selfish matter. 


Certainly labor organized as it never organized before. 
But Saltonstall was elected in Massachusetts and Dewey 
polled about as many votes in proportion in New York 
City and in Cincinnati as the time before when labor did 
not work in the same way. Jews voted for Dewey this time, 
as much as they did for Dewey before or Willkie. 

So the election was lost in the farm areas, we are told 
by the shrewd observers, and all because the 80th Congress 
cut off storage space and threatened support prices or maybe 
just because farmers are prosperous. There is something in 
that, but that does not answer it either. 


The opinion polls were not so far off when they were 
taken, but to an extraordinary degree people were doubtful 
up to the very end. They were attracted by the human 
naturalness and spunk of Harry Truman, much as they 
questioned his ability. ‘They found no matching attractive- 
ness in the soundly conceived campaign of Tom Dewey, 
which however, he failed completely to make human and 
convincing. Farmers are sensitive to the spiritual and they 
back the Marshall Plan. The farmers who in my opinion 
did swing this election trusted Cliff Hope and Aiken, Re- 
publican chairmen of the House and Senate Agricultural 
Committees, and I think they believed Dewey intellectually. 
But in the last analysis, they did not trust the crowd that 
Dewey had to carry not only those on the ticket with him 
like Green and Brooks in Illinois and Knutson in Minne- 
sota and Gearhart in California, but also business leaders 
typified, however unfairly, by the names Du Pont, Pew, 
and Wall Street. Dewey was identified with industrialists 
who had neither convinced their employees that they under- 
stood industrial relations, nor convinced the farmers that 
they would permit an atmosphere in which Hope and Aiken 
and Dewey could do fairly the necessary job of liquidating 





post-war price supports in favor of a permanent farm 
parity policy. 

So, because for us Americans, and especially for the re- 
ligion which is our hope, it is much more insidious and in 
the long run more dangerous than Communism, I reject 
this laissez-faire theory that men live and act on the basis 
of a logical self-interest. I reject all the theories of politics 
and business that are based on it. I insist that at crises in 
history it is not self-interest or the economic motive which 
decides the issue; it is ideals of justice and liberty and a 
feeling for God working in human beings. This election 
was to a degree such a crisis, and it was so close, decided 
as it was by 100,000 votes in Ohio, Illinois, and California, 
that I am forced to conclude most regretfully, that the 
critical issue was the human spiritual one I have described. 
I regret it because it is my party which lost, with a pro- 
gram presented by Tom Dewey which I supported and be- 
lieve he could have carried out. The Republican party will 
have to restore the human and spiritual foundation for 
sound economics laid by Abraham Lincoln and advertised 
by the square deal of Theodore Roosevelt before it will 
return to power. 

The occasion for talking Communism, capitalism, laissez- 
faire, business and politics in this religious background is 
because our religion is applicable both intellectually and in 
practise to our weekday living. Otherwise, we had better 
withdraw to an occupation more worthy of our efforts. 
The example of the prophets of Israel and the insistence 
of the Christian Church that our religion must control 
every activity of life, drives us to work at it, especially in 
these two great organizations which you and I represent. 
May your next 75 years and our next 40 show as great 
progress in our efforts as our history to this day. 
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